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infoUSA® is the leading provider of sales and marketing support products and services for businesses, from small Mom &
Pop shops to large corporations. The company compiles the world's finest databases of 14 million businesses and 250 million
consumers under one roof in Omaha, Nebraska. The products derived from these databases include sales leads, mailing
lists, diskettes, 3x5 sales lead cards, business directories, DVD products, mapping products, and also delivery of data on
the Internet.

Customer Anzlyzer and Prospect Bulider™

This is a revolutionary approach for small business owners or sales people to find prospects on the Internet without all
of the headaches. Customer Analyzer and Prospect Builder™ analyzes the customer base and delivers prospects that
have similar characteristics. Due to the fact that infoUSA® is the only company with a combined database of 250 million
consumers and 14 million businesses, we are the only company who can offer this type of application to our customers.

imfoConnect™

This hygiene and data enhancement service not only integrates information about customers or prospects - it can
deliver timely and accurate data and data processing services 24/7 with one pass. We also added a new privacy feature
which will remove opt-out names.

Over four million customers, which include small businesses, smali-office/ home-office operators, and salespeople, use our
products and services to find new customers, increase revenue, cut selling costs, and increase their profits. The large
corporations use our database for direct marketing, database marketing, analyzing their customers and making their sales
and marketing department more productive and efficient.

infoUSA® was founded in 1972 by its current CEO. Today the company has nearly 1,900 employees and 37 offices across
the U.S., Canada and London. Headquarters are located in Omaha, Nebraska. The company also operates under

various trade names such as Donnelley Marketing®, American Business Information®, Walter Karl®, idEXEC®, Polk Directories®,
ListBazaar.com®, and infoCanada®. infoUSA® purchased Polk City Directories® from Equifax® in September 2001. Polk,
established in 1870, publishes over 900 city directories in the U.S. every year.

“Safe Harbor” Statement

The information in this Annual Report contains forward-looking statements within the meaning of Section 21E of the Securities and Exchange Act of
1934 and Section 27A of the Securities Act of 1933, which are subject to the “safe harbor” created by those sections. Investors are cautioned that
such statements are only predictions and speak only as of the date of this Annual Report. Actual results may differ materially due to risks and
uncertainties including, but not limited to, the successful integration of recent and future acquisitions, fluctuation of operating results, failure to
achieve anticipated growth in the Internet and other businesses of the company, ability to finance the growth of the Internet division, risk of product
returns, changes in technology, continued acceptance of the company's products and services in the marketplace, acceptance of products and
successful launch of this new business, and competitive factors.

infoUSA is a registered trademark of infoUSA Inc. All other trademarks are the property of their respective owners.

Nasdag Symbol: [USA

5711 South 86th Circle, PO. Box 27347
Omaha, Nebraska 68127

Phone: (402) 593-4500 ¢ Fax: (402)331-1505
E-Mail Address: corp@infoUSA.com

Internet: www.infolUSA.com




Financial Highlights

Fiscal Year Ended December 31,
(in thousands, except per share amounts)

2001 2000 1999 1998
Net sales $ 288,738 $ 305,668 $ 265,853 $228,678
EBITDA, as adjusted (1) $ 95456 $ 54,116 $ 78774 $ 44,635
EBITDA margin, as adjusted 33% 18% 30% 20%
Earnings (loss) per share:
Basic earnings $ .10 $ (0.63) $ 048 $ 004
Fully diluted earnings 10 (0.63) 0.48 0.04
Cash Basis, fully diluted earnings (2) .70 0.01 0.94 0.40
Non-recurring charges (3) $ 6944 $ 13,335 $ 9,765 $ 14,593
Gain on sale of subsidiary common stock - 14,634 8,886 -
Depreciation and amortization of operating assets 17.873 20,005 12,872 9,325
Goodwill amortization 30,254 32,190 22,061 18,147
Investment income 953 1,250 14,196 16,628
Interest expense 25,285 26,651 18,579 9,160
Long term debt 225,670 258,652 277,522 128,259
Capital expenditures 8,980 21,134 20,025 26,306
Number of basic shares outstanding 50,651 50,304 48,470 49,314
Number of diluted shares outstanding 50,651 50,304 48,613 50,215
(1) EBITDA excluding non-recurring charges (see (3))
(2) Net income (loss) plus goodwill amortization (per share)
Fully diluted earnings 0.10 (0.63) 0.48 0.04
Depreciation and amortization of operating assets per share 0.60 0.64 0.46 0.36
Cash Basis, fully diluted earnings (2) 0.70 0.01 0.94 0.40

(3) Excluding provision for litigation settlement, impairment of assets, acquisition costs, non-cash stock compensation, in-process research and development and restructuring charges

EBITDA, as adjusted (in thousands)
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“A customer is the most important Visitor on our premises.
He is not dependent on us. We are dependent on him.

He is not an interruption in our work. He is the purpose of it.
'\ He is not an outsider in our business. He is a part of it.

We are not doing him a favor by serving him.

He is doing us a favor by giving us an opportunity to do so.”

—~Mohandas Karamchand Gandhi
(a.k.a. Mahatma Gandhi)

“You should invest in a business that even a
fool could run, because someday a fool will.”

CEOQO, Berkshire Hathaway

|
|
|
i
“ —Warren Buffett
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Vinod Gupta
Chairman & Chief Executive Officer

Accomplishments During 2001

The year 2001 was a much better year for infoUSA than 2000.
As | stated in my last shareholder letter, we made several
mistakes in the year 2000, and we did pay the price. During
2001, we performed surgery by eliminating costs and we
brought your Company to good health by stabilizing our
revenue and by improving our profitability.

The results for 2001 are published in this annual report, so there
is no need to repeat them. Our revenue declined slightly from
2000 to 2001 due to a slow economy, many dot com customers
going bust, and our own tight credit policies. Qur cash flow
improved tremendously. EBITDA(1) for 2001 was a record
$95.5 million compared to $54.1 in 2000. We paid down
$34.7 million of our senior debt. We reduced our capital
spending to a realistic level. Our accounts receivable dropped
significantly. Our stock price literally doubled during the year
2001.

We purchased Polk City Directories®in 2001. Polk has been
publishing city directories for more than 1,000 cities since 1870
and has over 100,000 active customers. We plan to improve
the quality of their data, offer their city directory information on
CD/DVD and the internet. We believe this will be a great
acquisition for us.

Our profitability improved in all of our divisions, which is
evident from our 33% EBITDA margin for 2001. Every one of
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our division managers is focused on clean revenue, expense
control and high profit margins. We believe that it should
continue for 2002.

On the technology front, we introduced two technologies:

infoConnect™

Over 30% of direct mail does not reach its desired audience
because the address is wrong or the business has moved. We
created infoConnect™ ONE PASS to help direct marketers get to
the right person at the right address. A customer simply goes
to our web site and uploads their database. /nfoConnect™ ONE
PASS automatically matches their database against the most up-
to-date Donnelley database of 250 million consumers and the
infoUSA database of 14 million businesses. We are then able to
clean their database and enhance it with demographic consumer
and business information and other valuable information. The
cleaned, enhanced file of their customers is then returned to the
customer automatically for immediate usage. Customers save a
lot of money with less waste. Also, this file with our information,
becomes the foundation for Customer Relationship Management
(CRM).

Customer Analyzer and Prospect Builder™

Many small businesses have less than 1,000 customers and they
struggle to find new customers. Their marketing efforts often
fail because they are not able to identify the best prospects

for their product or service. If they knew more about the
characteristics of their current customers, it could help them
identify better prospect groups. But, this type of marketing
analytics has been very expensive and only used by very large
companies. That is, until NOW! Our new “Customer Analyzer
and Prospect Builder”™ makes those analytical services available
to small businesses and sales peocple.

This software allows any small business or a salesperson to provide
the telephone number of their customers on internet based
software “Customer Analyzer and Prospect Builder”™ which is
completely secure. This proprietary software analyzes their
customer base... consumer and business both. Based on the
analysis, the software provides them with their best prospects.
This software is so efficient and simple to use that within a few
minutes they can find new prospects anywhere in the country.
They can preview their prospects and cherry pick them. The
analysis is free. They only pay for the prospects they choose...
only a few pennies per prospect. The next step will be to give
customers the ability to send personalized letters and create
brochures right on the internet in a seamless way.

We invested millions of dollars on this sophisticated software over
the last three years. My special thanks go to Monica, Rakesh,
Amit, Simon and Glenn for making this possible.

Future Plans

Having achieved stability, it is our plan to achieve internal revenue
growth, continue to control expenses, maintain our high profitability
and pay down additional debt. Without the bank debt, we would
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not have grown. Having reached a strong and predictable cash
flow level, it is time to de-leverage the company and truly control
our own destiny.

| estimate that the total market potential for our products and
services is approximately $10 billion plus. With our $290 million
in revenue, we have only penetrated 3% of our potential market.
We believe that we can maintain modest revenue growth even in
the slow economy. in order to achieve this, it is imperative that
we expand our distribution channels by increasing our sales force.
We plan to hire more sales personnel during the next year.

We plan to be more active in the acquisition front going forward.
A slow economy has given us an opportunity to consolidate.
Smaller and less efficient operators will be forced to sell their
businesses. We are looking for complementary businesses who will
be strategic partners and accelerate our growth. We believe that
we can make quite a few small acquisitions at attractive prices.

Now | will talk about each one of our major business units and
their performance in 2001 and the future plan.

The Finest Database of 14 million Businesses and
250 million Consumers.

Our database is still the finest and most accurate database in the
industry, headed by Monica Messer and her capable management
team. This team has been with the company for over 16 years.
Our entire database compilation team is based in our state of the
art, 150,000 sq. ft. new building in a suburb of Omaha. Their
attention to detail and accuracy, along with the utmost care for
customer needs, has made this database the finest in the industry.

We are the only company to have a proprietary database of
consumers and businesses compiled under one roof. Every piece
of information we collect is public information or it has been
voluntarily provided by the consumers themselves, knowing full
well that the information will be incorporated in the database. |
personally believe that consumer privacy is of utmost importance
to all of us. | would not want to sell information on anyone if i
did not want the same information about me disclosed to
someone else without my permission. We are extremely sensitive
about this issue.

I wish some of you would come to Omaha to see our world-class
database compilation and updating facility, which is absolutely
amazing. Our database changes by approximately 60% per year,
which includes changes in address, phone number and other
changes within the record as well. The dedication of our 500 full
time employees, and the attention and care they devote to
making the accuracy of the database their highest objective is
unparalleled. They know that an entrepreneur will be using this
information with high expectations. The worst thing that can
happen is that the information is obsolete. This can result in their
direct mail campaign or telemarketing campaign being less
profitable then they had expected. Monica Messer and her team
deserve my utmost admiration for creating the best database in
our industry. Going forward, we have plans to add more valuable

information such as obtaining e-mail addresses, domain names,
pictures of businesses and other valuable data elements.

Due to the increasing use of cellular phones, less and less
Americans have a land phone line. That means telephone
directories will lose their value as a data source. We plan to use
other alternative sources to keep our consumer database
comprehensive and accurate. | believe that in the future, many of
our competitors will go out of database compilation due to the
complexity and high costs. However, we plan to be the best in
the business because it is the proprietary database that drives our
value in the market place.

Large Customer Group a/k/a Donnelley Marketing
and Walter Karl.
This group has been consolidated into three major groups...

Donneliey Markeling

This is by far the largest group. They offer our database along
with cutting edge database and direct marketing solutions to large
clients. This group consists of the customers we inherited from
Database America and Donnelley Marketing. We have just
launched a new software called infoConnect™ which is an
interactive web based process of matching our clients' customer
records with our database and cleaning their file and appending
their database with our information in real time. Al Ambrosino
and his group, who are experts in this industry, have been
responsible for this world-class software. 2001 was a very
successful year for this software. We believe that going forward,
this will be the basis of our growth.

Walter Karl

Walter Karl is the leading list brokerage and management
company in the industry. Ed Mallin, who has been with us for
over 11 years, heads this company. Last year Walter Karl
increased their revenue by 10% with virtually no increase in
expenses. What a success. We just acquired the e-mail business
of DoubleClick, which will also be run by Ed Mallin at Walter Karl.
Celelog Visicn

This is a database marketing company specializing in the catalog
industry. It is headquartered in Marshfield, Wisconsin and is run
by Dan Gust. He knows his business inside and out and has
developed a great management team in Marshfield. Dan
increased his operating income margin from 22% in the 4th
quarter of 2000 to 31% in 2001,

Smell Business Groun

As | have said in my previous letters, the Small Business Group is
the foundation of infoUSA. Over the past 31 years, we are still
the leader in this market place. By having accurate data and
creating extraordinary products and services to meet the needs of
these small businesses and entrepreneurs, we have acquired a
customer base, which is the envy of our industry.

This division is headed by D.J. Thayer and his loyal team who
specialize in selling our sales lead products, directories, DVD's,




prospect lists and online access to our database to small business
owners and entrepreneurs. We also realize that there are a fot of
small businesses that do not respond to catalogs and require
personalized service. In order to meet their need, we have 13
sales offices and approximately 70 sales people nationwide. Jim
Gallagher and Jack Landry head this sales force. During 2001 we
also introduced our most important software called “Customer
Analyzer and Prospect Builder"™ to help these small businesses
find new prospects at a reasonable cost. This software, which has
been introduced for the first time in this country, allows small
businesses to analyze their customers. These customers could be
businesses or consumers, and based on the analysis, they can find
like prospects and cherry pick them and put them to use for a few
pennies per prospect.

Database Licensing

Bill Kerrey has been the head of licensing for the last 16 years.
He had a few challenges in 2001 when some of his dot com
licensees went bust. But, we plan to grow this business in many
other technology sectors such as Customer Relationship
Management (CRM), Caller ID products and Mapping products.

Consumer Products

Our consumer products are sold through retail stores such as
Staples®, Office Depot®, Comp USA®, Fry's Electronics®, Amazon®
and many other stores. Our popular products such as Select
Phone® Pro, PowerFinder®, Business & Consumer Mailing Lists™,
Business Credit Ratings USA™, Directory Assistant™, Streets USA™
etc. are marketed to consumers and the Small Office Home Office
(SOHO) entrepreneurs. These products range from $29 to $100.
Many of these customers, once they purchase the product,
eventually subscribe to our update service which becomes a
recurring revenue stream and results in high profit margins. Bob
Cortale took over this division in 2000. Since then, Bob has
cleaned up the operation and we are projecting steady growth
going forward. He also plans to test the multi-level marketing
approach and direct response TV to get these products into the
hands of consumers and entrepreneurs.

nternet and E-Commerce

We have many web sites selling our products and services on the
internet. The most popular web site is infoUSA.com.
infoUSA.com is used by small businesses and entrepreneurs to buy
sales leads and mailing lists on the internet. This site is very easy
to use. Anyone can come in and make their list selection, down-
load the list or print their labels. Now we are seeing customers
from all over the world using this site. Our new software
“Customer Analyzer and Prospect Builder"™ will make this web
site even more useful.

Many of our web sites such as BusinessCreditUSA.com are selling
full credit reports on the web for $5 per report. Most small
businesses need information on other businesses. They find this
service very attractive at $5 each. 2001 was a very successful year
for Business Credit. We believe that in 2002 we can grow our
Business Credit unit even further.

Letter to Our Sharcholders & Employees

Other web sites such as DBLink.com, MrPolk.com and DrlLists.com
are also selling our databases online.

Reflections on 2001 and My Plans

Despite the slow economy, despite the meltdown of the NASDAQ
100, despite the bankruptcies of many large blue chip companies,
we had a great year. Our stock literally doubled without any
analyst coverage.

As far as my future plans, let me tell you about my Dad. He is 83
years old and he is still working six days a week. He is a Doctor
and runs a free charitable clinic for poor people. Last year he
came to Aspen and introduced our former President of the United
States, Bill Clinton at our annual seminar. He was so good on the
stage, that | had tears in my eyes. Just like my Dad, | plan to
work at infolUSA for a long time. Last year | had talked about
going private. This year our management team is so excited, that
the thought of going private has not even occurred in our minds.
We made record levels of profits in 2001 and had a lot of fun.
Going forward, we plan to have more fun, grow infoUSA and
make even more money for our shareholders.

infoUSA will be run by professional managers like Al Ambrosino,
Stormy Dean, Bill Kerrey, Ed Mallin, Monica Messer, Michael
Morreale, DJ. Thayer and Fred Vakili. They are absolutely the
best. We have a new breed of managers who are coming up the
ranks such as Bob Cortale, Dan Gust, Drew Lundgren, Peter
Malamas, Dave Owens, Scott Roberts, Doug Roesemann and
many others, who will give us the bench strength for our future
growth.

2001 was a great year. We plan to duplicate that in 2002.

Sincerely,

Vinod Gupta
Founder and Chief Executive Officer

P.S. Our Annual Shareholder Meeting will be held on Friday, May 3, 2002, one day
before the Berkshire Hathaway® meeting in Omaha. if some of you are coming in
for that meeting, we would love to have you join us at Jaipur Restaurant at 6:30 p.m.
for cocktails following our annual shareholder meeting and good Indian food. If you
would like to attend, please call Fred Vakili, infoUSA Chief Operating Officer at
402/593-4628 to reserve your spot,

(1) EBITDA was calculated as operating income excluding depreciation and
amortization of operating assets, intangible asset amortization, non-cash stock
compensation expense, asset impairments, restructuring costs, litigation settlement
charges and acquisition costs. The measure of EBITDA may not be comparable to
similar measures reported by other companies.




We are the recession doctor to
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When people get sick, they see thelr doctor. When the economy slows, businesses
and sales people icok to us to find new customers and increase thelr sales.

You can't find new prospects unless you have accurate data. Accurate information
is the essential ingredient in every selling process, and /nfoUSA® has the most
comprehensive and accurate data of 14 million businesses and 115 million
households. We are the only company to own a proprietary database of businesses

and consumers compiled and updated under one roof.

Monica Messer
President :
Database & Technology | .
Group

S —

Our 132,000 square-foot facility where the data is compiled and updated.

What Do We Offer? Who Are Cur Customers?

— Large Business Customers

Medium Size Business

Proprietary Database of -
Small Businesses & Entrepreneurs

14 Million Businesses & b
250 Million Consumers

Small Customers

Data Processing &
Database Marketing Services [— | Internet Users

- Consumers (SOHO)




The Finest Database of

e |4 [WiTHIon BUSINESSES

We have been compiling this remarkable database for the past 30 years, making it the

17 Million Phone Calls Every Year

There's simply no substitute for telephone-
verification in providing top-quality business
information. infoUSA® is the only company to
make this effort, a continual process involving
more than 17 million long-distance calls per year.
We verify the accuracy of our information and
capture additional information such as Key
Contact, Number of Employees, and Address. All
of which is vital to your marketing efforts.

finest database in the marketplace today. We use thousands of public sources to gather

business data, and have the highest accuracy in the industry.

&)

o Company Name & Addresses

H AL SNy b =y e ua ey o
usiness Database Contains:

o Phone & Fax Numbers

o E-mail Addresses

o Contact Names & Titles

o Credit Rating Score

o Sales Volume

o Number of Employees

o High-Tech Business

o Headlines

o Corporate Linkage (Headquarter, Branch,
Subsidiary Information)

°© Public Trading Symbol & Stock Exchange

° Year Established

o Square Footage

o Lines of Business (SIC & NAIC Codes)

° Franchise, Brand & Specialty Codes

© Geo Codes - Latitude & Longitude

© Web Site Address

o Public Filings

o Size of Yellow Page Ad

c And More




Over 85 Years of Experience in Consumer Databases

An infuUSA® Company MARKETING

250 Million Consumers

The strength of our consumer database comes from more than 85 years of Donnelley Marketing's® experience in
building consumer databases. Over 300 data specialists including data compilers, data analysts, modelers, and database
engineers work together to bring meaning to over 1.8 billion input records from thousands of sources! Getting the
right demographic, psychographic, and buyer behavior information on 250 million people in 115 million households
and keeping it up to date is our expertise.

The Best Scurces of Information

~ - - o Approximately 5,000 telephone directories from
Censumer Datzbase Cortalins: coast-to-coast

o Name & Address ° Public record and real estate information
o Multi-verified proprietary sources

o Census data

o Self reported leisure time/lifestyle surveys

o Phone Number

o E-mail Address

° Income o Self reported buyer behavior/purchase intention surveys

o Age

© Occupation Select Your Prospects According to Lifestyle
o Marital Status o Investment Behavior

o Presence of Children o Charitable and Political Contributors

o Charge Card Users

° Type of Residence o Mail Order Buyers

> Length of Residence o High-Tech Households
© Home Ownership o Leisure Activities
o Home Value o Special Interests and More

o Credit Card Types
o Ethnicity
o Contributor

o Hobbies & Interests

SON
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Attention to Detail

infoUSA® has always been recognized as the leader in data
accuracy. With over 20 million households moving each year,
and constant changes in ZIP codes and area codes, infoUSA®
is dedicated to maintaining the highest level of accuracy and
deliverability available. In addition to running all US Postal
Service products, infoUSA® dedicates considerable human
resources to assure the guality of our information.
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High quality data turns the ordinary into something extraordinary and gives
infoUSA® distribution into the products and services of leading companies in a

variety of industries. infoUSA® data is behind the scenes for numerous products

and services that millions of people use everyday.

Bill Kerrey
President
Database License Group

High quality data turns the ordinary into something extraordinary and gives infoUSA®
distribution into the products and services of leading companies in a variety of industries.
infoUSA® data is behind the scenes for numerous products and services that millions of people
use everyday.

If you have ever visited a website or used a wireless phone that allows you to search for a
person or business by name, geography, industry or even a reverse phone number search, in
over 90% of the cases, you were accessing infoUSA® databases. infolUSA® databases power the
directory services of the top traffic-generating Internet sites including Yahoo!, AOL, and
Switchboard.

The infolJSA® database is also used by millions of Americans in their in-car navigation systems.
infoUSA® data guides the drivers to restaurants, hotels and other points of interest. Our
information can be found in select Acura, Lexus, Mercedes and GM vehicles.

Leading GIS (geographic information system) and mapping companies, like ESRI, ETAK and
Rand McNally, incorporate infoUSA® data into their products because the quality and timeliness
of the data enables their customers to make better business decisions.

First Data, the country's leading third-party transaction processor, and ChoicePoint, the most
respected provider of intelligence for businesses and government, ensure their clients receive
the highest quality solution by using infoUSA® data in their financial and skip tracing
applications.

Marketing and analytical companies understand the importance of using quality data, which is
why companies like VNU, Accudata, Knowledgebase, Claritas and Arbitron continue to provide
their customers products that include infolUSA® data.




An infoUSA® Company MARKETING

ombines Datla, Technology, and Applications
o Solve The Customer's Needs.

Donnelley Marketing® is one of the nation’s leading boutique direct marketing
and database marketing solution providers, targeting medium and large size firms
where quality data, applications and customer service count. Our mission is to
help businesses find new customers, grow their sales, reduce selling costs and to
become more profitable. Donnelley's® reputation has been built by delivering
consistent results to our clients for 85 years.

Donnelley Marketing® serves a variety of industries including traditional direct

Al Ambrosino marketers, packaged goods, retailers, financial institutions, telecommunications,

President utilities, technology, fund raising, automotive and catalog companies. Donnelley
Donnelley Marketing,
Inc. Marketing® maintains over 300 marketing databases, processes over 50 billion

records annually, creates 300 custom models each year and delivers personalized
customer care to more than 2,000 customers.

Our goal in 2001 was to increase client access to our databases and data
processing services while reducing turnaround time and lowering costs. We
were pleased to announce the introduction of infoConnect™ OXE PASS. This
revolutionary hygiene and data enhancement service provides clients 24/7 web
driven access to the best databases available in the industry. In a nutshell,

the customer’s data is fresher, turnaround times are faster, and deliverability
increases. We are in the process of transitioning our clients to a recurring

Michael Morreale revenue model through this automated system. This offering is attractive to

Executive Vice President,

Chiet Operating Officer large, medium and small organizations.

| \/"
di

Dan Gust Chris Lundgren Hans Vermandel
President
Catalog Vision
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infoConneclt™ ONE PASS

We find that most direct marketing companies waste 30% of their direct marketing dollars because of poor
quality lists. this list could be their own customer database or a database they purchased previously.

infoConnect™ ONE PASS was developed so that we could clean our customers house files or other files they
may have, by matching their database against the Donnelley Marketing® databases online.

How does it work?

1. For example, if XYZ company has 50,000 customers and they have a database of 2 million
prospects, the customer loads the database via the internet, we match the database with the
Donnelley Marketing® databases and clean their file to make sure that the addresses and phone
numbers are correct. This is referred to as list hygiene. So when a marketer sends a mailer, they will
have less waste.

2. The Donnelley Marketing® database is filled with demographic information such as age, income,
presence of children, bankruptcy information etc. Direct mailers use this demographic information
to better target their mailings or telemarketing efforts. By matching their file against the Donnelley
Marketing® file, we enrich their database with our demographics.

3. Customer Relationship Management or “CRM" which is very popular these days, but really can't
start until a customer has clean data and valuable demographics. We clean and enhance these files
so customers know who to contact and how often to contact them.

infoConnect™ ONE PASS is an Internet-driven software which does all of the above on the fly. In the past,
customers used to send the tapes to us and we would match that tape against our database and send it
back to them in days or weeks. Now, they can do it online, 24 hours a day, seven days a week. Not only
does it save our customers money, but our fulfillment costs are lower.

2001 also proved to be a highly successful year for our client marketing database unit. MarketZone DS,
provided our clients the ability to identify new prospects and reduce costs while managing their customer
relationship.

We have very clear plans and initiatives for 2002 to grow our business. We will continue to find ways to
capitalize on our data handling expertise and develop products that use technology to access our rich
content that will provide our customers with new sales prospects and money saving solutions.
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D.J. Thayer
President
Small Business Group

Jeff Ferris

=} pe)
P ERR (A PEE
U‘LJSSS NSRS ‘u‘:‘t@/‘

Small business owners and entrepreneurs need prospect lists and other sales and

marketing solutions to find new customers, grow their sales, cut selling costs and

increase profits. We help these small business owners in understanding their

customers, finding the right prospects at a low cost.

a
b sl

Four-color, easy-to-read prospect lists with pictures,
where available. Perfect for sales planning,
telemarketing or following up on inquires. Order your
list by city, county, zip code or walk sequence.
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to Meet Smal

Matllng Labels

Our accurate addresses and contact names provide
the highest rate of deliverability. Peel and stick or
Cheshire labels are available. They can be sent directly
to a mail house or fulfillment center.
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When a customer places an order - it can be ready
to download within a few hours off our FTP site or
the records can be sent directly to customers via
e-mail. Customers can start using the list
immediately.
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Business Owner's Needs
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The ideal traveling tools. Cards can be perforated
and shipped. Great for splitting leads among a
salesforce and for note-taking and follow-up.

.
S
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The convenience of computer delivery. The
information is easily loaded into Excel, ACT and
many other software programs. Disks or tapes can
be sent directly to our customers or to a mail house.

and Tanes
_ .,u:/k‘:c/

Q—o\x

www.infoUSA.com offers customers the ability to
slice and dice our databases from anywhere at any
time. Once downloaded, you can do more than
print labels. It gives customers complete control.




Business-to-Business Sales & Marketing Directories

State and national directories with detailed information about every business or household.
Available in printed book, DVD, and online at directoriesSA.com. Titles include:
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First online shopping mall for business lists,
consumer lists, specialty lists and e-mail lists.
Instantly source, select and download any list
of any size.

5. Business Credit Reports - $5 Each Report

Find deteled infomn clion choud oy buchess - ﬂmmmmmawmmm
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8. Customer Analyzer & Prospect Builder™
Findmere customers bke your best customers. Start Customer Analyzer
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Consumer Products Group

Millions of consumers and small office/home office operators use our retail products.
These products are sold in over 5,000 retail stores in the U.S. and Canada-including

Staples®, CompUSA®, Office Depot®, MicroCenter®, Fry's®, Business Depot® and many
others. These products give customers a taste of our database at an affordable price.

We convert many of these customers into on-going subscription users and benefit from

| s N recurring revenue.

Bob Cottale
Division President
Consumer Products
Group
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Consumer Products Group
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Directory Assistance USA™
Find virtually any business or household address and phone number in the
us.

American Travel Index™
The Palm® and PDA users' travel tool. Contains all travel, lodging, dining,
and recreational addresses and phone numbers.

Streels USA™

The easiest and most accurate way to create maps for any U.S. location.

Select Phone®
Marketing database with information on over 115 million businesses &
consumers.

Select Phone Canada®
Marketing database with information on over 14 million U.S. businesses.
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Larry Etienne
Vice President
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Powerfinder Commercial™
Powerful tool to find 115 million U.S. businesses and consumers.

Power Business™
Populate and update your contact manager with info on 14 million U.S.
businesses.

Address Corrector™

Correct, update and verify the addresses in your mailing list.

Expanded Caller ID™

Enhances Caller!D services with more than just a name and a number.

Business Mapping™
Map your prospects.

Business Credit Ratings™
Credit ratings on over 14 million U.S. businesses.
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Walter Karl®...List Brokerage, List Management & Consulting

Walter Karl® has achieved some lofty accomplishments over the past year.

Here is a brief summary of some of those accomplishments:

Reputation of Walter Karl

Walter Karl® has been providing quality service to the List Management and List Brokerage
industry for over half a century and is now one of the top 10 providers in the industry.
Additionally, our Strategic Information Management (SIM) Database Consulting Division

Ed Mallin provides database consulting and data processing services to mid and large size
President companies.
Walter Kar!

<
SPETUR TR

Increased the Sales of Proprietary Producis ene Garvice
We have doubled our sales of our proprietary business and consumer data in our List
Division, increased our List Fulfillment and Database Services sales by 20% and expanded
the sale of other data processing services such as, NCOA, Merge/Purge, Modeling and
Enhancement Services. We also are effectively selling our newest web based data
hygiene and enhancement service ~ infoConnect One Pass.

W

Expanded Our Presence in The Interaciive Arena
Walter Karl® Interactive focuses on providing on-line companies and traditional

marketers with the products and services they need to successfully market on the \",j ‘

Internet. Our extensive experience as a Direct Marketer has allowed us to be ey

extremely successful in the Email marketing space. Some of our services include ;“F
»

Email List Management, Email List Brokerage, Email Modeling, and
On-Line Surveys.

Walter Karl
a Donnelley, Company
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Companies such as Pitney Bowes®, IKON®, and Paychex® have realized tremendous
success and growth through the use of consultative selling by their sales force. Using a

similar business model, infoUSA® Field Sales Offices have a significant market opportunity

to reach 4.7 million small businesses.

How Do We Create Relationships?
Our highly trained sales staff visits businesses face-to-face and personally introduces infoUSA®

products and services. Every business knows there is a personal representative assigned to SJircha;laggert
. . . r. Vice rFresiden
them. His or her goal is to help them grow their sales. Field Sales Offices

Our small business customers said they want more one-to-one help. They want us to tell
them how to be effective with their direct mail, give them marketing ideas and supply the
targeted lists. Small business owners have little time and limited resources. We are in a unique
position to capture this market and secure high levels of repeat business because of our
established reputation as the highest quality data provider in our market, and a proven track
record in relationship selling.

Sales Growth Package™:

New in 2001, the Sales Growth Package“was designed to make it faster and easier for businesses to
find new customers. For one low price, this starter kit includes tools to help the business with
ongoing sales and marketing - including personal consulting:

Jack Landry
o Up to 5,000 customized prospects on diskette & printed list Sr. Vice President
o Monthly updates with changes, new adds or deletes to their prospect list Field Sales Offices

o One set of mailing labels every month

o State Business-to-Business Sales & Marketing Directory with unlimited
access to all the businesses in their state

o CD or DVD of all the households within their state

o State credit directory

o Unlimited business credit reports Products and Services Offered
fo Small Businesses

o Customer Analyzer & Prospect Builder™

oSales Leads (Prospect Lists, 3x5 Cards, Diskettes or
Electronic file transfer)

o Mailing Lists

o Business-to-Business Sales & Marketing Directories
(Printed or DVD)

oBusiness Credit Reports & Directories

o Monthly Updates

oSales Productivity Software

cInternet Access

oData Processing Services

o E-mail Marketing

infoUSA Field Sales Offices are located in Chicago, Clearwater (FL), Dallas, W~ T
Denver, Kansas City, King of Prussia (PA), Las Vegas, Minneapolis, Omaha, |
Phoenix, Portland, Santa Ana (CA), Seattle, and Sunnyvale (CA).

More offices are on the horizon.
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Business Credit Reports & Directories

Why do Small Businesses Need e
Business Credit Reports? { \\\

No other company offers credit reports for every \\ L
single business, no matter how small or how newly | e e
established. One of our customers, a bank president, \ L R e

INCLUDES:

! told us, “There's no other place to get basic information

\ BUSINESS CRET
without spending at least $20." Our credit reports are $5. i

DIRECTOFY

Comprehersive ihformation o 14 ML o1 LN B

Troy Peterson Businesses Use Our Credit Reports
General Manager D@lﬂﬂy to: e

BusinessCreditUSA.com
° Make low-risk, low-dollar credit decisions
o Verify business existence
o Confirm information on new accounts
© Learn more about customers
° Find sales leads . . ®
° Qualify prospects BMS Iness Cy <€dZZZMSACOm
o Skip tracing
Business Credit Reports

On the Internet!

Business Credit Report For: Redfield & Co.

1801 Howard St —~
Omana NE6St022584 T ————— x|
o Company Name & Address

Maln Phone: (402) 341-0364 Years In Database: 10 -
Fax: (402) 341-2318 - & -~ /
Caunty: Dauglas Sq. Footage: W‘MJ
Metro Area: Omaha, NE-IA Puhllc Ca.: Privataly Owned

m;;wmmlelmmm&m Locatien: Independent M Phone & Fax Number
ABlH: 00-847-7704 u
Srock Symetone A
: None \ P f
\% Headquarters, Branch or Subsidiary Information
Excoliom Yory Good & |
Business Cradit Score: 82 (4) @ \
|

Av 85, Be 6599 Ci 7570 Stock EXChange & TiCker Symbol
ABODS B E)-B4 C 7074 UNO%TED . .

Corporate Trends iegshton for Public Companies

Year # of Employess Sales Volume \

200, 00 $100 MLLION \ Credit Rating Code

2000 50-99 $10-20 MILLION

Management Directory \

Sales Volume

Name: Title

Mr. Tom Keamey PRESIDENT

Mr. Joe Beal FINANCE EXECUTIVE

Mr. Joe Beal HUMAN RESOURCES EXECUTIVE B

Ms. Jeanne Pickett TELECOMMUNICATIONS EXECUTIVE Em P onee Size

Mr. Tom Beachier SALES EXECUTIVE

Ms. Jeanns Pickatl PURCHASING AGENT \

Sompany Descriptior, Contact Names, Titles & E-mail Addresses
The primary Line of Business for Redfleld & Co is PRINTERS (2752-02)

Other Lines of Business SIC Code \Mmmm\

COMMERGIAL PRINTING NEC 2759-98 I —— inti
DATA PROGESSING SUPPLIES (WHOLESALE) 5112.09 Company DeSCI’IptIOﬂ
i MARKETING ASSOCIATIONS-NEG 9999-85

Public Record information

| ———————— Public Filings

Uats State County Type Amaunt Gase Numbor ——— |
Narie an file
Headlines .
| Current Headlines
Source Date Articte ———————— | A
Nore on file
Competitors in the Area i
i Names of Nearby Competitors
Cornarotane Printlog.é.maging Crontlva Printing siohn Hondrikg Advertiolng.Co /
206 S 19th St 4345 13616 A St 12626 Bunt St R
Omaha, NE 68102-1714 Omaha, NE 66144-3647 Omaha, NE 68154-4018
Elnka'n in¢ Klwk Publications kettarproon. ng
210'S 16th St 4108 4140 S B8th St 8410 K Stés
Omaha, NE 68102-1625 Omaha, NE §6127-1502 Omaha, NE 68127-1634
Madern Lithe Ing Qulk Pring Stampmantoring
1011 Capitol Ave 8029 W Dodge Rd #B 10818 J St
Omaha, NE £8102-1117 Omaha, NE 68114-3461 Omaha, NE 68137-1200

www.BusinessCreditUSA.com
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Customer Analyzer & Prospect Bullder”

Most small business owners don't know what their current customers are like, and how to find
prospects just like their customers. This proprietary software developed by infoUSA® takes the
guesswork out of finding new prospects.

Customer Anaiyzer and Prospect Builder™ analyzes the customer base and delivers prospects
that have similar characteristics. The analysis is free. The business pays for only the prospect names
it chooses.

Due to the fact that infoUSA® is the only company
with a combined database of 250 million
consumers and 14 million businesses, we are

the only company who can offer this type of
application to our customers.

The Best Salas Leads and Mailing Lists Home
Cver 4 Million Cust Fartner with US.

inbeS%z&@m

Rakesh Gupta
President
E-Commerce

Welcome to Qur FREE Customer Analyzer & Prospect Builder

This is an exceflent way to gl new prospacts based on your existing cuslomer base

WE WILL TELL YOU:

 Wha your sustomers aro
+ What are they like. We will anafy2e your customers at 1o cost.

* Provide you with mare prospects just fike your existng customers.

casT?
» Its EREE! No cost for the analys:s work,
* You only pay for e new prospects you choose.

WHAT DO WE NEED?

Business customers are analyzed by SIC code, number

of employees, sales volume, credit rating, years in business and
other criteria. The consumer customers are analyzed by such factors
as age, income, household value and other characteristics.

+ Just tha prione nuMBers of your customers,

The next step will be to send personalized letters, brochures...
everything right from the web. infoUSA® is in discussions to find the right partners for this mailing service.
This is available 24/7 by going to www.infoUSA.com.”

= T r " ~ . " T Q <
Calec Lesce o tre [2ltermet 'V’“//\J =0
Sl ESs =Sy Wil LUl JLB\E L\&croezr “\30&/\\./_-_-_»-

@x

An Internet-based complete sales and marketing tool for small business owners and marketing professionals.
infoUSA.com combines all of the following sales and marketing tools on one easy-to-use website:

o U.S. & Canadian Business Lists
o U.S. Consumer Lists
o Data Processing Services

The Best Sales Leads and Malling Lisls ftlorme] l
Over 4 miZon cuztomant

o Business Credit Reports

EmfoUSli\é&@m

o Business-to-Business Sales & Marketing Directories
o Customer Analyzer & Prospect Builder™

imfoUSA.comt offers customers:

o The ability to download business & consumer
lists at real-time

o Cherry-pick names

o Pay only for the names you want

© No minimums

© Free registration

© Free counts

o Free price quotes

©How do we complle

ur database?
Otetter from our CEQ
OMarketing Tool Box
OCustomer Testimonials
QQuestions & Answers
QDatabase Matching Sves
Ovellow Pages (FREE)
Owhite Pages (FREE)
OAdd My Business Listing
Qupdate Business Listing

Chaose from the Tollowing products:

1. Business Sales Leads & Mailing Lists
Ovex 12aRen .S, A @Zen C Setzct by
J&Txﬁn m:rwe S&O.nu:wu Cret Ratngs, g

Cakate. a2

2.Consumer Sales Leads & Mailing Lists
over2s e

Sdoe, ez
3. Enh Your Existing C D

Update your cinhazs with the laded oddresses, phone maabers, KCOA.
wmmmmmmme ermpioyes $ize, contael
naaes, S monkers tnd more,

4. Buslness-!o-Buslness Sales & #arketing Directories
ational Direclories, Stete Disectonias end PoX Clty Oirectodes -meny avelskie on CDROM.
5. Business Credit Reports - $5 Each Report
Find deizied nicmasion chout any business - 2 of yearsin business, corporale lnkege,
. Ine key expasives ond more.

6. Customer Analyzer & Prospect Builder™
Find more cusiomers fite vour best customers. Slan Customer Analyzer

Cateers | E-Mad Us | Toll Free 2800-321-0869 | G 2002 wfoUSA.com, Inc. Al ights reserved.

o Customer service via phone, email or instant messaging
e Choice of other list formats—mailing labels, prospect lists & 3x5 sales lead cards

c Free white & yellow page information
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An American Legend for Over 130 Years!

& DIRECTORIES

Since 1870, the name Polk has been synonymous with quality and integrity in the directory
publishing industry. From our first “hand built” directory that was personally enumerated and
followed railroad lines--to today's on-line “real time"” marketing solutions, Polk Directories® has

proved to be your trusted partner for over 130 years.

Polk Directories® are simply the most comprehensive sources available for complete business

Dave Owens and consumer information in a specific community. These easy-to-use hardbound directories

President
Polk Directories and infoTYME® CD-ROMs are available for over 930 cities across the country. When you need

the very best in local business and consumer information-- see why the only choice is Polk

Directories®.
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\?a“\‘\?‘é’m SR

AGSount TRETSOVE
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Jim Heenan
Vice President of Sales
Polk Directories

s

Target Marketing Version Covering:

lnf OTYME® @ ’ o, m“gy‘:::;:‘ " o \\

Omabha, Nebraska

infoTYMP Suppon C# 15079904
8L 2757653 A#211BN536
—_—
|
On the Web @ ; O ,
www.MrPolk.com ; "'“”“'“,'

- o Find us on the internet at:

S www. MrPolk.com
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Polk City Directory

The World's Best Reference Tool!

These easy-to-use hardbound directories are arranged in seven handy sections and are the industry
standard in printed reference directories.

infoTYME® CD-ROM

This electronic directory on CD-ROM lets you target your markets effectively. Slice and dice the
information any way you want and then search, select and download using multiple search criteria.

Internet Access

Now you have nationwide internet access at www.MrPolk.com. Access your directory subscription,

view neighboring state products and BUY customized business and consumer sales leads and
mailing lists anytime on the web.

Alphabetical Section Sample

BAILES to B,

Bailey Michael H h19115 12 Mile Rd (B

Bailey Michael L educ r138 Northside D
8 C 968

Bailey Michael R & Deborah K h216 20
S(BC)

The Alphabetical
Section listings (left)
are easy to use and
provide more
detailed information

Bailey Pamela S & Charles L; nurses aj
h242 Burnham St W (B C)

BAILEY PARK AUTQ SERVICE Andy M
Ownier genl aulo repr shop 1450 Ci
Ave NE (B C)iiveiieeincnen 963

Bailey Pauline retd r152 24th St N (B

962

Bailey Phillip N h48 Wran SLIB C) #

than the phone book
or other directory
listings.

BoOWEmMIICk Logan ... 0557 & g
571 Letanosky Mark N . 933-0857
Letanosky Jolene ... . 933-0857 - z
579 Holub Richard A B+ &....... 933-4233 il @ gie i
583 Crockett Donald L @+ & ... 933-5461 g -
+ WEBBER RD BEGINS 2 g !
592 g}ot Verified wE 8 ss5l . z A
592 Sodee Leeanne M3 #&....... 930- . .
Sodee Roberl G.. g30-5556kailey Rick K & Debraj g €
600 Getz Megyn J & 930-47067 Dr (B C) &............ N
Getz Thomas 930-4706} .3 ;i h
606 B & B GONTRAGTGHS sngie-fam constrn jaieY Rita L h138 Noi 8l §5 fe £ .
............................................ 933.7411 y 8 ] ]
Burke Searn A & Mona &+ & 2 § g g 8 2
607 Skryantz Jdohn J @+ & . 933-5652 5 <
Skryantz Theresa Am 933-5652 /
611 Vasiloff Gretchen C 933-5361 |
614 Aufdenkampr Paul M @+ & . 933-949 Map Section Samp e

Street Guide

Polk City Directory - All the Help You Need

The Polk City Directory can help your business in three ways:

T T

Increase Sales

e Plan sales calls efficiently

e Update missing or
inaccurate information

e Avoid returning unwanted
phone calls

¢ Reduce undeliverable mail
s Plan for efficient delivery routes
® Recover past due or

delinquent accounts

¢ Find neighbors of current customers

e Expand sales territory and penetration

* Convert newspaper announcements
into customers
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-Available For All 50 States

SECTION 3 BIG BUSINESSES SECTION 4 MANUFACTURERS

(sample not shown) (sample not shown)

This section lists all companies with 100 or more All Manufacturing firms are listed by city and product.
employees along with all publicly-traded companies. Each listing includes the name of the owner or manager,
Listings are alphabetical by city, and include the name estimated sales volume and number of employees.

of the owner or manager.

— "
" ALABAMIA
/" BUSINESS TO BUSINESS
An Easy-to-Use CD-ROM/DVD At No Extra Charge! / SALES & MARKETING \
Now you can have access to all businesses in all 50 states in a CD-ROM ~ / 181,000 Alsbama Businesses N\

database for your PC! This amazing technology lets you “slice and dice"”
the information any way you choose, to help you pinpoint your best [
prospects. The search software is lightning-fast, and it's very easy to use. K e

In just a few minutes you'll be performing searches, researching markets, \
finding new prospects or suppliers, or simply looking up businesses J"”"e”‘a“

. b r‘*:recr.on&s
anywhere in the state. )/ A Division of USA Inc

s7ummcm * PO, Box 77047
Omzha, NI
Pronc: (4)2) 593-4600 » Fax: (407) 331-3481 -

How Can You Search?

o Company Name o Credit Rating Code o Yellow Page Category
o City o Employee Size o Contact Title

o ZIP Code o Estimated Sales Volume o Public Company

o County o SIC Code ...and more!

How [s the Database Compiled?
With a lot of care and a lot of investment! We start with the best sources available:

o Yellow Pages and Business White Pages
o Annual Reports and SEC Documents
o Government Data and Public Filings...and more.

But that's not good enough-we then telephone-verify every listing, and collect information such as the name of the
owner or manager, number of employees, primary line of business, and much more. This telephone verification process is
what sets us apart from our competition, in creating the most accurate business database available!

In a nutshell, you can use our database to find new customers and grow your sales and profits! You'll have every
business in the state at your fingertips, for a host of applications:

o Finding leads for your sales force or dealers o Locating suppliers
o Researching potential markets o Helping make trade credit decisions...and more!
o Using in direct mail or telemarketing campaigns

How Can You Use [t?

The printed directory is a handy reference for your home or office, or keep it in your car or briefcase. The CD-ROM/
DVD is a phenomenal tool that lets you “slice and dice” the database to find the perfect prospects in any market area!
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infoUSA Inc.
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Paul Goldner
Founder
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Former CEQ

CSG Systems, Inc.
Omaha, NE

Elliot S. Kaplan
Senior Partner
Robins, Kaplan, Miller & Ciresi L.L.P.
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Bob Kerrey (Former U.S. Senator)
President
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Cynthia Milligan
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Annuai Meeting
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Information for Investors

The Annual Report and the Company's Form 10-K Report filed with the
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to Laurel Gottesman, Director of Investor Relations, infoUSA Inc., 5711
South 86th Circle, Omaha, NE 68127.

Common Stock
The Company's Common 5tock, $0.0025 par value, is traded on the
NASDAQ National Market System under the symbol |USA.
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PART 1

This Annual Report on Form 10-K, the documents incorporated by reference into the Company’s Annual Report to
shareholders, and press releases (as well as oral statements and other written statements made or to be made by the
Company) contain forward-looking statements that are made pursuant to the provisions of the Private Securities
Litigation Reform Act of 1995. These forward-looking statements include, without limitation, statements related to
potential future acquisitions and our strategy and plans for our business contained in Item 1 "Business,” Item 2
"Properties," Item 7 "Management's Discussion and Analysis of Financial Condition and Results of Operations,” and
other parts of this Annual Report. Such forward-looking statements are based on our current expectations, estimates and
projections about our industry, management's beliefs, and certain assumptions made by our management. These
statements are not guarantees of future performance and are subject to certain risks, uncertainties and assumptions that
are difficult to predict; therefore, actual results may differ materially from those expressed or forecasted in any such
forward-looking statements. Such risks and uncertainties include those set forth in this Annual Report under "Factors
That May Affect Operating Results,” as well as those noted in the documents incorporated by reference into this Annual
Report. Unless required by law, we undertake no obligation to update publicly any forward-looking statements, whether
as a result of new information, future events or otherwise. However, readers should carefully review the risk factors set
forth in other reports or documents we file from time to time with the Securities and Exchange Commission, particularly
the Quarterly Reports on Form 10-Q and any Current Reports on Form 8-K.

ITEM 1. Business
Company Profile

infoUSA Inc. (the “Company” or “infoUSA”) compiles and updates the finest proprietary databases of nearly 14
million businesses and 250 million consumers in the United States and Canada under one roof in Omaha, Nebraska.
These databases are compiled from thousands of public sources. We believe our database is the richest in content in the
industry. In order to improve the quality of our databases, we make over 17 million phone calls per year to gather
additional content and verify existing information. We maintain a staff of approximately 500 full-time employees in
Omaha to manage the database. The content changes by more than 65 percent every year, which includes change of
address, phone number, SIC code and other content within a record. Cur customers need to continually refresh their
databases and that is why customers keep coming to us to purchase updated products and services. Recurring revenue is
a major component of our revenue, and approximately two-thirds of our revenue is recurring in nature.

More than 4 million customers have used our information in the form of sales leads, prospect lists, mailing labels,
printed directories, 3 x 5 cards, computer diskettes, business credit reports, consumer products and on the Internet. Cur
information is used by businesses for sales leads, mailing lists, credit decisions, market research, competitive analysis
and vendor relationships. Consumers use our information for travel planning, job searches, due diligence and multiple
other uses. During 2001 and 2002, the Company launched two new proprietary technologies, infoConnect™ ONE PASS
and Customer Analyzer and Prospect Builder'™. infoConnect™™ ONE PASS is an Internet driven data hygiene and
enhancement software which was developed to clean our customers house files or other files by matching their databases
against our databases online. Customer Analyzer and Prospect Builder™ analyzes the customer base of our clients and
delivers prospects that have similar characteristics. Due to the fact that infoUSA is the only company with a combined
database of 250 million consumers and 14 million businesses, we are the only company that can offer this type of
application to our customers.

Business Strategy

There are approximately 14 million businesses in the United States and Canada. All of these businesses are looking
for cost effective solutions to find new customers and increase their sales, especially during the slow economy.

Our strategy is to be the leader in proprietary databases of businesses and consumers in the United States and Canada,
and produce innovative products and services to meet the needs of these 14 million businesses for finding new prospects
and increasing their sales. The information provided by our databases is integral to the decision-making process for
businesses. Our organization is divided into five distinct groups; our Database Compilation and Update Group; our Small
Business Group; our Consumer Products Group; our Large Customer Group; and our Database Licensing Group, where
we license our data to Internet companies and value-added resellers. Finally, we utilize the Internet for distribution of our
proprietary content and business credit reports. We believe the Internet complements our core business and in the future
will be a dominant distribution channel, which expands our marketplace by allowing small businesses and consumers
worldwide to access our databases and purchase information with more frequency.




The Company’s introduction of infoConnect and Customer Analyzer and Prospect Builder is targeted toward the
small business and sales people. These Internet based technologies will help them find new prospects and grow their
sales at a fraction of the cost of their existing prospecting methods, such as trade show, print advertising, billboard,
television and radio advertising.

Database Compilation and Update Group

It is our strategy to add valuable depth to our proprietary databases. Content is king, and we believe we have the
finest content available. We believe that we are the only company that offers proprietary databases of both businesses
and consumers, compiled and updated under one roof. We use thousands of sources and hundreds of proprietary
processes developed over the last thirty years to compile and enhance our databases. We employ nearly 500 people, and
spend over $50 million annually to create, maintain, enhance and deliver our databases.

Business Database. Our proprietary business database contains information on nearly 14 million businesses in the
United States and Canada. The database contains a wealth of information about businesses such as: name, address,
phone number, SIC codes, number of employees, business owner and key executive names, credit score and sales
volume. We also provide fax and toll free numbers, website addresses, e-mail addresses, headline news, and public
filings including liens, judgments and bankruptcies. Our data can be broken down into various product segments such as
Smal} Business Owners, Small Business Owners at Home, Big Businesses and their Corporate Affiliations, Growing
Businesses, and Female Business Owners. Additionally, vertical industry data segments are created such as Physicians
and Surgeons, Schools, Restaurants, Places of Interest, Churches, and Government Offices.

We compile the business information from over 15,000 sources. Sources such as the yellow pages and telephone
directory white pages, are used to identify businesses for inclusion in the database. Other sources, such as primary
telephone research surveys, are used to enhance the database with key data elements like names of executives, primary
SIC code, number of employees, fax numbers and Internet addresses. Additional sources, such as annual reports, SEC
filings and public filings, are used to update the database with liens, judgments, bankruptcies, headline news, commercial
debtor data, changes in leadership, address changes, corporate affiliation changes and the like. In addition, we use
information licensed from the United States Postal Service's National Change of Address (NCOA) and Delivery
Sequence File (DSF) to update and maintain our business database. Accuracy is the most important characteristic of any
database, and our database is approximately 95% accurate at any given time, which we believe is the highest degree of
accuracy in the industry.

We continuously enhance our databases. In the last year we have increased the number of executive e-mail
addresses, toll free numbers, new businesses, web addresses and fax numbers. We continue to add new data content
from expanded compilation, verification and acquisition initiatives. The Company has continued to invest in core
processes and technologies that enable our customers to access in real-time the most current data possible.

Consumer Database. With the acquisition of Donnelley Marketing in 1999, we acquired over 85 years of database
compilation technology and proprietary models. We have further built upon this foundation to create what we believe is
the most comprehensive and accurate consumer database in the industry. Key elements in our database include names,
addresses, phone numbers, age, income, marital status, presence of children, active bank cards, religion, ethnicity,
purchasing power, affluence models, length of residence, dwelling type and size, home value/mortgage amount, vehicle
data, and dozens of self-reported behavioral and lifestyle elements.

The foundation of the consumer database begins with the compilation of all households listed in telephone directories
and other public sources such as real estate records. This core data source is compiled with the highest accuracy
standards in the industry. The white page file is then enhanced with over 1.8 billion records from public sources and
proprietary third parties to add individuals not listed in the telephone directories and to further enhance the records with
demographic and psychographic data required to segment consumer prospects. The end result is a database of
approximately 250 million consumers, 115 million households, and 55 million homeowners. In addition, we offer other
specialty consumer files including New Homeowners, New Movers, Occupant Addresses, Bankruptcies, Tax Liens and
Judgments.

Our e-Shareforce database is comprised of self-reported psychographic and demographic information collected via
electronic surveys over the Internet. Information obtained through the Internet is timely, less expensive and the
respondents have all provided the information voluntarily. Respondents to the e-survey provide information regarding
purchase intention and habits, lifestyle characteristics and product usage. The combination of our traditional Shareforce
database and our new e-Shareforce database consists of a total of over 38 mililion households. Our marketing material
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has expanded our e-Shareforce brand to include many of our other business and consumer niche databases.

The Mastermatch file is the largest, most comprehensive multi-sourced consumer enhancement tool for appending
consumer data to our client’s customer databases at both a household and individual level. This database allows
customers to achieve the highest match rates possible for database-enhancement purposes.

Privacy Issues and Consumer Data. infoUSA utilizes public record information and self-reported information
provided by the consumer in order to create marketing solutions for our clients. We do not use any credit history,
confidential purchasing or health related data on consumers as a part of our database.

Effect of Internet on Data Compilation. In 2001 we continued to use Internet opt-in consumer surveys, which allow
consumers to volunteer lifestyle and buyer behavior information that can be used to assist web marketers in targeting
advertising to best meet their needs. This self-reported survey information can be obtained on the Internet with more
speed, greater accuracy and at lower cost than mail-based surveys.

Products and Services Derived from the Database

We create many products and services from our database to meet the needs of millions of potential customers. From
our databases of 14 million businesses in the United States and Canada and 250 million consumers in the United States
we produce products such as prospect lists, mailing labels, 3 x 5 cards, diskettes, printed directories, consumer products,
business credit reports, and many other products and services. We also offer our information on the Internet through our
various websites, such as infoUSA.com, ListBazaar.com, BusinessCreditUSA.com, MrPoll.com and DBLink.com. Our
products and data processing services are used by customers identifying and qualifying prospective customers, initiating
direct mail campaigns, telemarketing, analyzing and assessing market potential, monitoring the effectiveness of
marketing efforts and surveying competitive markets in order to find new customers and increase their sales at low costs.
We are organized around four customer groups: Small & Medium Business Group, Consumer Products Group, Large
Business Customers Group and the Data Licensing Group. Our products and services are designed for the unique needs
of each group.

Our Customers and Potential Markets
Small & Medium Business Group

We estimate our primary potential market to be approximately 6 million small businesses. This group concentrates on
the needs of small to medium size businesses, small office and home office businesses and aspiring entrepreneurs. Our
products and services help small businesses analyze their existing customers, identify new markets and grow their
businesses. The products may also be used to locate suppliers, look up business credit reports and for other marketing
and reference purposes. The products and services for the Small Business Group are as follows:

Prospect Lists, Mailing Labels, and Sales Lead Products. These products are used by customers who request specific
information and formats, such as mailing labels or diskettes. We produce sales lead generation products using a
combination of customized sorting criteria to meet the customer's specific marketing objectives for their geographic area.

Electronic Delivery of Products. We deliver sales lead generation products using a variety of electronic formats,
including diskettes formatted for most common software applications, magnetic tape media, DVD’s, CD's, and Internet
delivery of files through infoUSA.com.

Sales Leads on the Internet. infoUSA.com: Our customers can buy all of our databases on the Internet, 24 hours a
day, 7 days a week. The customer has the ability to search the database by any geographical area they have targeted and
no minimum order size is required.

Monthly Updates. Our databases change by over 65% annually. As a result, our customers have a need to
periodically refresh their customer and marketing databases. That is why we offer a subscription program that provides
customers with a prospect database and monthly updates including new leads for the market area, changes to the original
database, and a list of companies that have gone out of business. We also offer monthly updates using Internet delivery.

Business Directories and DVD/CD Products. Many of our customers are small businesses that sell to other businesses
within a specific geography. They use our printed business directories bundled with the data on DVD/CDs. Our
customers use them for lead generation, telemarketing and reference purposes. Our plan is to offer an interface with our
web site along with Internet access with these DVD/CDs to offer our customers complete flexibility for one price.




Business Credit Directories and Reports. Our business credit directories include a printed directory bundled with a
DVD/CD. The product is used by customers for making credit decisions, verifying company information, assisting in
collection support, and identifying potential new customers. Business Credit Reports and other products can also be
purchased individually on the Internet, currently three dollars for each report or on a subscription basis.

Customer Analyzer and Prospect Builder. Our research and development efforts over the last two years to offer a
complete Internet based sales and marketing tool for small business owners and sales people are bearing fruit. The
Internet is an ideal environment for small businesses since it does not require any software installation or updates. This
product is still in the development stage but it aims to combine CRM with analysis of existing customers database and
generate prospects that look like their preferred customers. The service will also provide customized lead generation,
business credit reports and direct mail services through a subcription-based service that is purely web based.

Polk Directories. Since 1870, The Polk City Directory® has been the trusted brand for providing residential,
demographic, and business data information to small and medium businesses across the U.S. Annually, over 900
versions of the directory are produced and delivered in hard cover book and CD-ROM format. Sales of these products
are generated from the 200 plus field sales representatives, 20 plus telemarketing sales representatives, and on-going
direct mail programs. Polk Dlrectorles 110,000 customers cover a wide range of industries including: service, financial,
and retail businesses.

o  The Polk City Directory® consists of seven directories in one, designed to help businesses save time by planning
sales calls efficiently, saving money by reducing undeliverable mail, and increasing sales by identifying
prospects.

o InfoTYME®, our CD-ROM version of The Polk City Directory®, allows the customer to quickly search and
select prospects, download prospect records into other applications for lead generation programs, and produce
labels for telemarketing or direct mail campaigns.

infoUSA acquired Polk Directories in the fourth quarter of 2001. Polk Directories provides us with another major
channel for the sales and distribution of related infoUSA directory and list services products. We plan to offer Internet
access and more directories in more cities to our subscribers.

Consumer & Small Office — Home Office (SOHO) Markets Group

Consumers need our information for various applications such as directory assistance, job search, travel planning,
sales leads and general reference purposes. These products come in the form of DVD/CD and are currently priced
between $9.95 and $119.00. The popular labels are Select Phone, PowerFinder, Directory Assistance USA, Caller 1D,
Yellow Pages USA, Streets USA and Business Credit Ratings USA. Consumer products are sold through over 5,000
retail outlets in North America, including Office Depot, Staples, CompUSA, Best Buy, Costco, Fry’s Electronics,
Electronics Boutique, Micro Center and Future Shop. A good percentage of the consumers who buy these products
register them with us and sign up for a subscription to receive annual renewals.

Large Business Group

Our Large Customer group is comprised of Donnelley Marketing and Walter Karl. Donnelley Marketing is one of
the nation’s leading direct marketing solution providers, targeting medium and large size firms where quality data and
customer service count. Our mission is to help businesses find new customers, grow their sales, reduce selling costs and
become more profitable. Donnelley’s reputation has been built by delivering consistent results to clients for 85 years.

Donnelley Marketing serves a variety of industries including traditional direct marketers, packaged goods, retailers,
financial institutions, telecommunications, utilities, technology, fund raising, automotive and catalog companies.
Donnelley Marketing maintains over 300 marketing databases, processes over 50 billion records annually, creates 200
custom models each year and delivers personalized customer care to more than 2,000 customers.

Our goal in 2001 was to increase client access to our databases and data processing services while reducing
turnaround time and lowering costs. We were pleased to announce the introduction of infoConnect™ ONE PASS.
infoConnect™ ONE PASS is an Internet driven software which performs data cleansing and enhancement services

online. In the past, customers used to send the tapes to us and we would match those tapes against our databases and
send them back to the customers in days or weeks. Now, they can do it online, 24 hours a day, seven days a week. Not
only does it save our customers money, but our fulfillment costs are lower. We are in the process of transitioning our
clients to a recurring revenue model through this automated system. This offering is attractive to large, medium and




small organizations.

infoConnect®™ ONE PASS provides online, real-time data enhancement and file cleansing access to the following
databases:

o 250 Million National Consumer Database - the industry’s largest and most comprehensive consumer database.

o 14 Million National Business Database - the world’s finest business content.

o 15 Million National Privacy Database - provides marketers with the ability to eliminate people who will not
respond to their offer.

o All Major USPS Data Hygiene Databases - Donnelley Marketing licenses all five of the major United State
Postal Service data hygiene databases.

2001 also proved to be a highly successful year for our client marketing database unit. MarketZone DS, a closed loop,
Internet enabled, fully relational database tool for decision support, campaign management and execution system,
provided our new clients the ability to identify new prospects and reduce costs while managing their customer
relationship. MarketZone DS is an ¢-CRM (customer relationship management) solution that integrates the entire suite
of Donnelley Marketing products to create real-time customer content integration.

CatalogVision™, a division of Donnelley Marketing, has been specializing in the catalog marketing industry for over
25 years.

Walter Karl, a division of Donnelley Marketing, provides list management services to a variety of list owners. Our
special integrated, targeted marketing programs develop list rental usage in the broadest range of potential markets. With
the list brokerage business, Walter Karl sources and sells specialty lists to a wide range of businesses in many industries.

Database Licensing Group

Countless applications exist for infoUSA’s business and consumer data. The quality and integrity of our databases are
what make infoUSA properties the most reliable and useful for value-added resellers. infoUSA data is behind the scenes
of numerous products and services of leading companies in a variety of industries. infoUSA has long been the core data
provider for over 90% of Internet directory services including AOL and Yahoo!. The infoUSA database also powers in-
car navigation/ telematics systems found in select GM, Acura, Lexis and Mercedes vehicles. Leading GIS (geographic
information system) and mapping companies incorporate infoUSA data into their products. Most of the country’s leading
third-party transaction processors and providers of intelligence for businesses and government use infoUSA data to serve
the informational needs of their financial clients. Established marketing and analytical companies, like VNU and
Claritas, continue to use infoUSA data in their applications.

Distribution Channels

We sell our products and services through direct mail, telemarketing and a large team of Account Executives. We
also sell through value added resellers and various websites, such as infoUSA.com, DBLink.com, MrPolk.com,
ListBazaar.com and BusinessCreditUSA.com. The sales channels used by us vary by product. We currently employ over
200 sales executives who work with our customers.

Internet Strategy

The Company views the Internet as a dominant and important distribution channel for its information in the future.
As the owner of the content, infoUSA is uniquely able to use its content for exploitation of this wonderful channel. We
use many website addresses to sell our products and services, such as infoUSA.com, DBLink.com, MrPolk.com,
ListBazaar.com and BusinessCreditUSA.com.

During 2002, the Company launched a revolutionary software called Customer Analyzer and Prospect Builder™.
This Internet based tool will help small business owners and salespeople to find prospects just like their customers. Most
business owners don't know what their current customers are like, and how to find prospects just like their customers.
This proprietary software developed by the Company takes the guesswork out of finding new prospects. The customer
sends the phone numbers of its existing customers to the Customer Analyzer and Prospect Builder™ software. The
phone numbers can be of businesses or consumers or both. The software matches the phone numbers of the customers to
infoUSA's business database of 14 million businesses and 250 million consumers. The business customers are analyzed
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by modeling software that takes into account number of employees, sales volume, credit rating code, years in business
etc. The consumer customers are analyzed by such factors as age, income, home value and other characteristics. At the
completion of the analysis the customer can see their prospects on the web and choose prospective customers by any zip
code, city, state or county. They can preview the names and cherry pick only the prospects they want and save the rest
for later. The software also suppresses their existing customers.

infoConnect®™ ONE PASS is a state-of-the-art, scalable, on-line, real-time system enabling clients to integrate data
from multiple touch points across their enterprise. infoConnect presents an elemental evolution in customer integration
and sets a new standard in delivering speed, accuracy, and customer information management.

We have websites for all our divisions which are selling their products and the products of other divisions on the web.
We are sending approximately 10 million e-mails per month to advertise our web sites.

We have advanced our development as e-infomediary by using the Internet as a valuable tool for data compilation as
well as distribution. We have introduced Internet opt-in consumer surveys, where consumers can volunteer lifestyle and
buyer behavior that can be used to assist web marketers in targeting advertising to best meet their needs. The opt-in
feature also allows us to match online and offline data to form a complete profile of consumer purchase intentions and
decisions. This self-reported survey information can be obtained on the Internet with more speed, greater accuracy and at
lower cost than mail-based surveys. In this way, we intend to use the Internet to increase productivity, cut data
compilation costs and obtain more relevant real-time information in the database. As with the consumer surveys, we are
adding self-reported options to the infoUSA.com site in order to enhance our database with more unique and valuable
information. For example, businesses will be able to update their own database information online, adding content such
as names, titles and e-mail addresses of executives, as well as other demographics.

Cemputer Operations and Database Protection

The Company operates four data centers located in Omaha, Nebraska; Papillion, Nebraska; Carter Lake, Iowa; and
Greenwich, Connecticut. The Company also contracts mainframe data processing functions for Donnelley Marketing
from an outside vendor. Business continuity is assured through our use of these four separate data center locations. We
can reestablish sales, marketing, production and administrative functions at a combination of the data center sites.

The Omaha Data Center supports our Sales Order Entry systems, contact management system, several Internet
website systems, electronic data delivery systems, company enterprise systems (e.g. email, file/print servers) and
accounting systems. Sales Order Entry and accounting systems run on a midrange IBM AS/400 and two SUN UNIX
machines. Contact Management is loaded on a SUN system. The Internet websites reside on approximately 18 SUN and
13 DELL servers, Electronic data delivery systems run on 6 SUN servers. Enterprise systems are driven by DELL
servers running Microsoft NT. This center is also the home for the Local and Wide Area Network connectivity for
desktop computers in the Omaha facility. Data communications are provided by ATM on an GC3 SHNS ring between
the Ralston — Papillion — Carter Lake facilities, a 12 Meg Internet pipe transported on ATM riding a new OC12 SHNS
network, and connectivity to the other data centers and remote offices. This center aiso contains a Nortel Option 81 PBX
for telephone and ACD services within the facility. MCIWorldcom and Qwest provide telephone service over diverse
access points into the facility. The Omaha data center is protected by a fire suppression system and a battery backup
system. Business and financial data is backed up daily and stored off-site.

Cur Papillion Data Center contains the data compilation systems, enterprise support systems, and software
development platforms. The business database compilation process runs on an IBM AS/400 and utilizes 6 SUN systems
to support the Davox predictive dialing program. Software development and testing is done on a mixture of three other
IBM AS/400s. The consumer database compilation process utilizes several DELL servers running Microsoft Windows
2000. Enterprise systems are run on large-scale servers running Microsoft NT. Network services to desktop computers
and terminals and other data centers are supported in this center. Like the Omaha center, this center also contains a
Nortel Option 81 PBX with diverse MCIWorldcom and Qwest telephone service access points into the facility, the ATM
OC3 and the OC12 SHNS ring. A fire suppression system, battery backup system, and a diesel generator protect the
Papillion center. Data is backed up daily and stored off-site. This facility is staffed with a team of over 80 Information
Technology professionals.

The Carter Lake Data Center is home to the business and consumer order fulfillment systems. An IBM AS/400, a
DELL server running Microsoft Windows NT and a SUN system, provides fulfillment computer services. Various high-
end printers, COROM, magnetic tape, and diskette devices are used here to produce the customer’s product. A Nortel
Option 11 PBX provides facility telephone services with connection to Qwest facilities. Data communications have been
enhanced by the installation of an ATM ring overlaid on the SHNS service. The Carter Lake center is protected by a fire
suppression system and an uninterrupted power supply battery backup system. Data is backed up daily and stored off-
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site. This facility is staffed by 20 production, operations, and shipping professionals.

The Greenwich Data Center supports Donnelley Marketing for the receipt of customer files and the creation of all
customer outputs. Donnelley Marketing has entered into a computer services agreement with (i)Structure, a subsidiary
of Level3, to outsource all of its mainframe processing. (#)Structure provides Donnelley a secure processing
environment and state-of-the-art facilities infrastructure with a dedicated mainframe, disk storage, and a combination of
virtual, silo, and manual tape. (i)Structure is considered one of the premier mainframe outsourcers in the industry. They
focus heavily on providing superior customer service and maintaining high security levels. Mainframe hardware at the
Distribution Center, used for customer file processing, is connected to (7)Structure via multiple high speed DS3 data
circuits utilizing CNT channel extender technology. Heavy emphasis is placed on quick turnaround, while maintaining a
high level of quality control, to ensure that customer needs are being met.

The Greenwich Data Center, in addition to providing mainframe distribution services, houses eight midrange UNIX
Servers, five midrange OpenVMS Servers, multiple high-end NT Servers, and a large PC/LAN Network. A Nortel
Option 61 PBX provides telephone services for the facility. The facility also maintains direct connectivity to the Internet
and a WAN connection to all other Company computer facilities.

All midrange and mainframe class computers are used to service direct marketing needs to large and mid-sized
clients, many in the fortune 500 marketplace. The mainframe is used in every aspect of direct marketing computer
services while the mid-range systems are used in a client server or three tiered architecture to house relational database
marketing files. All systems are available on a seven day, twenty-four hours a day basis.

Intellectual Property and Cther Proprietary Rights

For more than 85 years, Donnelley Marketing, and over the last 30 years, infoUSA have developed a lot of processes,
software, techniques and models that are unique, sophisticated and proprietary. Our databases are copyrighted, and we
depend on trade secret and non-disclosure safeguards for protection of our intellectual property. We distribute our
products under agreements that grant customers a license to use our products in the ordinary course of their businesses
and contain terms and conditions prohibiting the unauthorized reproduction of our products. In addition, we generally
enter into confidentiality agreements with our management and programming staff and limit access to and distribution of
our proprietary information. There can be no assurance that the steps taken by us will be adequate to deter
misappropriation of our proprietary rights or independent third party development of substantially similar products and
technology. We believe, however, that legal protection of our database and software is less significant than the
knowledge and experience of our management and personnel, and their ability to develop and market existing and new
products and services to millions of customers.

Competition

The business and consumer marketing information industry is highly competitive. We believe that competition in our
industry is based on the quality and comprehensiveness of the information provided, the ability to deliver the information
in products and formats that the customer needs, the distribution channel and to a lesser extent, on the pricing of
information products and services. We also believe that the ability to provide proprietary consumer and business
databases along with data processing and database marketing services is a key competitive advantage. A number of
competitors are active in specific aspects of our business. In business sales lead products and credit report market, we
face competition primarily from Dun & Bradstreet. Dun & Bradstreet, relies upon information compiled from its credit
database. In consumer sales lead products, we compete primarily with Acxiom, Experian and Equifax, both directly and
through reseller networks. In data processing services, we compete primarily with Acxiom, Experian and Harte-Hanks
Data Technologies.

Employees

As of December 31, 2001, we employed a total of 1,896 people on a full-time basis. None of our employees is
represented by a labor union or is the subject of a collective bargaining agreement. We have never experienced a work
stoppage and believe that our employee relations are good.




Executive Officers of the Registrant

The current executive officers of the Company are as follows:

Name Age Position
Vinod Gupta....ccooovevercnnee 55 Chairman of the Board and Chief Executive Officer
Stormy L. Dean ... 44 Chief Financial Officer

Scott C. Roberts ....c.coeeene. 36  Corporate Controller
Fred Vakill ..o, 48 Chief Administration Officer

Allen F. Ambrosino............. 58  President, Donnelley Marketing

D. Joseph Thaver.......ccc...... 35 President, Small Business Group

Monica Messer......c...couee 39 President and Chief Information Officer, Database and Technology Group
William L. Kerrey ......cc....... 53 Senior Vice President, Licenses

Ed C. Mallin .....cccoovnvvnnne 52 President, Walter Karl

Michael J. Morreale ........... 37 Vice President, Donnelley Marketing

Hans A. Vermandel ............ 49 Vice President, Donnelley Marketing

Vinod Gupta is the founder of the Company and has been Chairman of the Board of the Company since its
incorporation in 1972. Mr. Gupta served as Chief Executive Officer of the Company from the time of its incorporation in
1972 until September 1997 and since August 1998. Mr. Gupta holds a B.S. in Engineering from the Indian Institute of
Technology, Kharagpur, India, and an M.S. in Engineering and an M.B.A. from the University of Nebraska.

Stormy L.Dean has served as Chief Financial Officer since January 2000. He has also served as the Corporate
Controller from September of 1998 until January 2000 and as the acting Chief Financial Officer from January 1998 to
August 1998. From August 1995 to September 1998, Mr. Dean served as the Company’s tax director. Prior to that, Mr.
Dean worked in the Tax Department of Peter Kiewit Sons Inc., a construction and telecommunications company, from
January of 1990 until joining the Company in August of 1995. Mr. Dean holds a B.S. in Accounting from the University
of Nebraska at Omaha, an M.B.A from the University of Nebraska at Omaha, and a Certified Public Accountant
certificate.

Scott C. Roberts has served as Corporate Controller since joining the company in February 2000. From August 1995
until February 2000, Mr. Roberts was the controller for the Life Cycle Services division of Inacom Corp, a technology
management services company headquartered in Omaha, Nebraska. From May 1991 until August 1995 Mr. Roberts was
the Director of Internal Audit for First National of Nebraska, Inc., a muiti-billion dollar bank holding company. Mr.
Roberts holds a B.S. in Accounting from the University of Nebraska at Omaha and is a Certified Public Accountant
(inactive registrant) in the state of Nebraska.

Fred Vakili has served as Executive Vice President of Administration and Chief Administrative Officer since August
of 1998. Mr. Vakili served as Senior Vice President of Special Projects from October 1997 to August 1998, as Senior
Vice President of Value Added-Resellers Group and Canada Operations from May 1987 to October 1997, and as Senior
Vice President of various Company divisions from 1985 to 1987. Mr. Vakili joined the Company in 1985 as the Product
Manager for the Directory Group. Mr. Vakili holds a B.S. in Industrial Engineering and Management from lowa State
University.

Allen F. Ambrosino has served as President of Donnelley Marketing since September 2000, as Executive Vice
President of Donnelley Marketing from July 1999 to September 2000, and as President of Database America (DBA)
from November 1991 to July 1999. The Company acquired DBA in February 1997. Mr. Ambrosino holds a B.S. in
Business Administration from Fairleigh Dickinson University.

DJ Thayer has served as President of the Small Business Group since May 1999, as Senior Vice President from
October 1997 to May 1999, and as a Vice President and General Manager since joining the Company in 1993, Prior to
that, Mr. Thayer worked for US West, Inc., and as a legislative aide in the U.S. House of Representatives. Mr. Thayer
holds a B.A. in Political Science from the University of Nebraska, and an M.B.A. from Auburn University.

Monica Messer has served as President of the Database and Technology Group and Chief Information Officer of the
Company since February 1997, and served as a Senior Vice President of the Company from January 1996 to January
1997. Ms. Messer joined the Company in 1983 and has served as a Vice President of the Company since 1985. Ms.
Messer holds a B.S. in Business Administration from Bellevue University.

William L. Kerrey has served as Senior Vice President, Licenses since August 1994, and as a Vice President from
1989 to August 1994. Mr. Kerrey holds a B.S. in Economics, a B.S. in Spanish and an M.S. in Agronomy from the
University of Nebraska.




Edward C. Mallin has served as President of Walter Karl since June 1998, as Executive Vice President of the
National Accounts Division from January 1997 to June 1998 and as President of Compilers Plus from January 1990 to
May 1998. Prior to that, Mr. Mallin was Executive Vice President of Compilers Plus which the Company acquired in
January 1990. Mr. Mallin holds a B.A. in History from the University of Bridgeport and an M.A. in Business
Administration from New York University.

Michael J. Morreale has served as Executive Vice President and Chief Operating Officer of Donnelley Marketing
since July 1999. Prior to the Company’s acquisition of Donnelley Marketing in July 1999, Mr. Morreale held the
position of Senior Vice President, General Manager from April 1997. Mr. Morreale was responsible for leading
Donnelley Marketing’s sales, marketing, and operations functions.  Since 1987, Mr. Morreale has held various
corporate, financial and operating positions in the information industry. Mr. Morreale is a summa cum laude graduate of
Long Island University and is a graduate of Columbia University’s Graduate School of Business Senior Executive
Program.

Hans A. Vermandel has served as Vice President and General Manager of Donnelley Marketing since January 2001,
and as Senior Vice President and National Sales Manager of Donnelley Marketing from July 1999 to January 2001, Mr.
Vermandel served as Vice President and National Sales Manager for the Company’s National Accounts division from
September 1998 to July 1999, and as a Regional Vice President and Regional Sales Manager from March 1994 to
September 1998. Before joining the Company in March 1994, Mr. Vermandel spent 18 years at the Dun & Bradstreet
Corporation in a variety of sales and sales management capacities. Mr. Vermandel holds B.S. degrees in both Marketing
and Management from The University of Pennsylvania, Wharton School of Economics and Finance.

ITEM 2. Properties

Our headquarters are located in a 148,000 square foot facility in Omaha, Nebraska, where we perform sales and
administrative activities. Order fulfillment and shipping is conducted at our 30,000 square foot Carter Lake, Iowa
facility, which is located 15 miles from our headquarters. Administration and management are also located in a 24,000
square foot facility in Omaha, Nebraska, which is adjacent to our sales and administration facility. Data compilation,
telephone verification, data and product development, and information technology services are conducted at our 130,000
square foot Papillion, Nebraska facility which is located about 5 miles from our headquarters. Donnelley Marketing
catalog sales operations are performed in a 40,000 square foot location in Marshfield, Wisconsin. We own these
facilities, as well as adjacent land at certain locations for possible future expansion.

In addition, we lease a 69,000 square foot facility in Greenwich, Connecticut which lease expires in September 2003.
The Greenwich, Connecticut facility houses various Donnelley Marketing sales and operations functions, and serves as
one of our data centers. Donnelley Marketing also leases a 60,000 square foot facility in Ames, Iowa, which houses
consumer database and client services operations. Donnelley Marketing is currently headquartered in Omaha, Nebraska.
We also lease sales office space at approximately 45 different locations in the United States, Canada and the United
Kingdom, the aggregate rental obligations of which are not significant.

ITEM 3. Legal Proceedings

During 2001, the Company settled legal issues totaling $1.1 million in connection with arbitration of two contractual
disputes.

ITEM 4. Submission of Matters to a Voite of Securityholders

Not applicable.
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PART II
ITEM 5. Market for the Registrant’s Common Equity and Related Stockholder Matters

Our Common Stock, $0.0025 par value, is traded on the NASDAQ National Market System under the symbol

TUSA.
The following table sets forth the high and low closing prices for our Common Stock during each quarter of 2001
and 2000. .
COMMON STOCK
High Low
2001
Fourth Quarter...... $ 694 § 4.00
Third Quarter........ $ 675 $ 3.84
Second Quarter-..... $ 600 $§ 395
First Quarter ......... § 513 § 225
2000
Fourth Quarter..... $ 469 $§ 206
Third Quarter....... $ 838 § 4281
Second Quarter.... $§ 931 § 475
First Quarter ........ $ 1719 § 9.13

As of March 11, 2002, there were 133 stockholders of record of the Common Stock, and an estimated additional
4,500 stockholders who held beneficial interests in shares of common stock registered in nominee names of banks
and brokerage houses.

We have not declared or paid any cash dividends on our capital stock. We intend to retain future earnings to fund
the development and growth of our business and, therefore, do not anticipate paying cash dividends within the
foreseeable future. Any future payment of dividends will be determined by our Board of Directors and will depend on
our financial condition, results of operations and other factors deemed relevant by our Board of Directors. Existing
credit agreements generally prohibit the payment of dividends or other distributions with respect to our common
stock. '
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ITEM 6. Selected Consolidated Financial Data

The following selected consolidated financial data for, and as of the end of, each of the years in the five-year
period ended December 31, 2001 are derived from the Company’s audited Consolidated Financial Statements and
should be read in conjunction with “Management’s Discussion and Analysis of Financial Condition and Results of
Operations” and the Consolidated Financial Statements and related notes included elsewhere in this Form 10-K. The
Company has made several acquisitions since 1997 that would affect the comparability of historical data. See

Management's Discussion and Analysis of Financial Condition and Results of Operations.

The Consolidated

Financial Statements as of December 31, 2001 and 2000, and for each of the years in the three-year period ended

December 31, 2001, are included elsewhere in this Form 10-K.

Consolidated Statement of Operations Data:

INEE SALES .vrvcerrcreree et e rie et carecanecan e rconere e seas e secens

Costs and expenses:
Database and production CoStS......coourrrnniiieecericeniinconees
Selling, general and administrative.
Depreciation of operating assets ....
Amortization of intangible assets (1).
Impairment of assets(2).....cc.ccuvinnins
Acquisition costs(3) ...
Non-cash stock compensation
Restructuring charges(4).............
Provision for litigation settlement(5)
In-process research and development(6) ..

Total costs and expenses.................. .

Operating income (10SS) ..o

Other income (expense):
INVeStMENt INCOME ..ot reeeees
Interest expense...........
Minority interest income ..
Gain on issuance of subsidiary stock(7)

Income (loss) from continuing operations before

income taxes, extraordinary item and cumulative

effect of change in accounting principle ......ccoocevvvrvrvicinence
INCOME 1AX EXPENSE ..viviiiiiiiiirerirccerecnnrcnrere s ans s
Income (loss) from continuing operations before

extraordinary item and cumulative effect of' a

change in accounting principle.......c.cccooerveiiennnenirenne.
Loss from discontinued operations (8) .
Extraordinary iterm, net of taX (9) ....ccoccernnineninincceens
Cumulative effect of a change in accounting

principle, net 0f tax (10) oo
Net iNCOME (108S) et

Basic earnings (loss) per share from continuing

OPETALIONS wovverrieiereenrireericererresne e e eme e seeneeseserescebesesscaseeene
Diluted earnings (loss) per share from continuing

OPETALIONS .cervcercrrreriimeceerenrressesrsessetstcanecsecerecessensesassensaens
Basic earnings (loss) per share...
Diluted earnings (loss) per share ......
Weighted average shares outstanding - basic ...
Weighted average shares outstanding — diluted .......cc..cooecenes
Other Data:
Earnings before interest, taxes, depreciation and

amortization ("EBITDA"), as adjusted(11) c...ccrecervcrvncnnne

Cash Flow Data:
Net cash provided by operating activities.....c.ccoecveveccrcnnrieneas
Net cash used in investing activities.........cooevrinncrinnnncnns
Net cash from (used in) financing activities......c...covenvrcencee

Consolidated Balance Sheet Data:
Working capital .....c..........

Total assets
Long-term debt, including current portion .
Stockholders' @qUILY ..cc.ocoviirviericnerrcc e

Year Ended December 31,

2001 2000 1999 1998 1997
(in thousands, except per share data)
$ 288,738 $ 305,668 $ 265,853 $ 228,678 § 193,327
80,880 101,831 78,644 66,319 55,090
112,402 149,721 108,435 117,724 80,203
17,873 20,005 12,872 9,325 6,754
30,254 32,190 22,061 18,147 27,661
— 2,135 5,599 — —
493 2,287 4,166 3,643 2,598
448 3,113 — — —
4,899 5,800 — 2,616 —
1,104 — e 4,500 —
— — — 3.834 53.500
248,353 317,082 231.777 226,108 225.806
40,385 (11,414) 34,076 2,570 (32,479)
953 1,250 14,196 16,628 3,748
(25,285) (26,651) (18,579) (9.160) (4,098)
282 6,294 — — —
— 14,634 8,886 — —
— = — (2.000) —
16,335 (15,887) 38,579 8,038 (32,829)
11,371 1,320 14,047 5.880 6,987
4,964 (17,207) 24,532 2,158 (39,816)
— (4,160) (1,474) — —
— — 128 — —
— (10.266) — — —
$ 4964 § (31633) § 2318 3§ 2158 § (39.816)
$ 010 3 (034 § 051 § 004 §__ (0.82)
3 0.10 034 § 051 % 004 3 (0.82)
$ 010 3 (063) § 048 % 0.04 ¢ 0.82
b 0.10 063) § 048 3 0.04 (0.82)
50,651 50,304 48,470 49,314 48,432
50,651 50,304 48,613 50,215 48,432
§ 88960 §_ 46029 § 74608 $ 33876 § 55436
$ 3543549 § 36151 § 30995 §$ 16742 § 30256
(32,028) (29.491) (200,071) (36,626) (99,932)
(39,832) 4,187 150,319 38,834 72,832
December 31,
2001 2000 1999 1998 1997
§ (3.670) $ 19943 § 40,899 § 70,157 $ 60,007
419,088 463,545 473,344 270,773 194,911
225,670 258,652 277,522 128,259 82,000
95,797 90,970 110,811 88,247 80,236

(1) Effective July 1, 2001, the Company adopted the provisions of Statement of Financial Accounting Standard
(SFAS) No. 141, “Business Combinations,” and certain provisions of SFAS No. 141, “Goodwill and Other
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Intangible Assets.” As required by SFAS 141 and SFAS 142, goodwill of $23.6 million resulting from the
acquisitions of the Polk City Directories business and the minority interests of infoUSA.com are not subject
to amortization.

(2) During 2000, the Company recorded a write-down of $2.1 million for certain capitalized software

development costs, fixed assets related to the abandoned infoPIX business photograph project, as well as
proposed public offering and leasehold improvement costs of infoUSA.com, a subsidiary of the Company.

During 1999, the Company recorded a write-down of $3.9 million on the Company's existing consumer
database due to the acquisition of Donnelley Marketing and a write-down of $1.7 million on leasehold
improvements and in-process construction projects due to the move of the Company's data processing
operations from Montvale, NY to Greenwich, CT.

(3) Includes the following acquisition costs: 1) $0.5 million for the acquisition of Polk City Directories from

Equifax, Inc (2001) 2) $1.8 million for the attempted acquisition of the consumer database division of R.L.
Polk and $0.5 million related to the acquisitions of idEXEC, American Church Lists and Getko Direct
Response (2000) 3) $4.2 million associated with the acquisition and integration of Donnelley Marketing
(1999), 4) $3.0 million of costs associated with the Company's bid to acquire Metromail Corporation and $0.6
million associated with the Company's offering to sell Common Stock which was not completed (1998), and
5) $2.6 million associated with the acquisition and integration of DBA Holdings, Inc. ("DBA") and Pro CD
(1997). These costs are not direct costs of acquisition. Rather, these are general and administrative costs
incurred in connection with the integration of these businesses.

(4) During 2001, the Company recorded the following restructuring charges: 1) $2.1 million severance costs for

)

(6)

)

(8)

)

approximately 265 employees terminated during 2001, and 2) estimated lease termination costs of $2.8
million associated with the infoUSA.com Foster City, California location.

During 2000, the Company recorded the following restructuring charges: 1) $2.1 million severance costs for
approximately 350 employees terminated during December 2000, and 2) estimated lease termination costs of
$3.7 million associated with the infoUSA.com Foster City, California location.

During 1998, the Company recorded the following restructuring charges: 1) $1.4 million related to the
Company's compilation and sales activities for new businesses, and 2) $1.2 million related to certain cost
reduction measures enacted by the Company.

During 2001, the Company settled legal issues totaling $1.1 million in connection with arbitration of two
contractual disputes.

During 1998, the Company incurred $4.5 million in damages awarded to Experian Information Solutions, Inc.
in connection with arbitration of a contractual dispute.

Includes the following charges for purchased in-process research and development costs associated with the
acquisitions of Walter Karl, Inc. of $3.8 million (1998), DBA of $49.2 million (1997), and Pro CD of $4.3
million (1997).

During 2000 and 1999, infoUSA.com, completed its first and second rounds of venture capital financing. As a
result of the issuance of common stock of this subsidiary, the Company recorded gains of $14.6 million and
$8.9 million, respectively, on the transactions.

During December 2000, the Company discontinued the operations of its VideoYellowPages.com Internet unit
and recorded a loss of $4.2 million, net of tax. The loss is comprised of two components: 1) the loss of its
results of operations of $3.4 million, net of tax for the full fiscal year, and 2) charges totaling $0.8 million, net
of tax, for asset impairments. The loss from this discontinued operation for 1999 was $1.5 million, net of tax.

During 1999, the Company repurchased $9.0 million of its Senior Subordinated Notes. As part of the
repurchase, the Company recorded a net gain of $0.1 million.

(10) During 2000, the Company changed its revenue recognition method for data licensing revenue. Effective

January 1, 2000, the Company began to recognize revenue on data license arrangements on a straight-line
basis. This change in method was made because a growing proportion of such license revenue is from long-
term and continuous access agreements. The Company believes the newly adopted method of accounting
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better reflects the service commitment inherent in its various license agreements. The cumulative effect of
the change in method of $10.3 million is net of income tax benefit of $3.5 million. Assuming the above
described revenue recognition policy had been implemented on January 1, 1998, pro forma consolidated net
sales, net income from continuing operations and net income from continuing operations per share would
have been as follows:

For the years ended

December 31, December 31,
1999 1998
(In thousands, except per share amounts)
NEt SALES. vt $ 261,466 $ 226,754
Net income from continuing
OPErations ....covoeeveerenierieseeemreenranens $ 21,812 $ 965
Basic earnings per share . $ 0.45 $ 0.02
Diluted earnings per share............... $ 0.45 $ 0.02

(11) "EBITDA, as adjusted" is defined as operating income (loss) adjusted to exclude depreciation and
amortization, impairment of assets, non-cash stock compensation expense and in-process research and
development charges. EBITDA is presented because it is a widely accepted indicator of a company's ability to
incur and service debt and of the Company's cash flows from operations excluding any non-recurring items.
However, EBITDA, as adjusted, does not purport to represent cash provided by operating activities as
reflected in the Company's consolidated statements of cash flows, is not a measure of financial performance
under generally accepted accounting principles ("GAAP") and should not be considered in isolation or as a
substitute for measures of performance prepared in accordance with GAAP. Also, the measure of EBITDA,
as adjusted, may not be comparable to similar measures reported by other companies.
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ITEM 7. Management's Discussion and Analysis of Financial Condition and Results of Operations
Overview

infoUSA is a leading provider of business and consumer information, data processing and database marketing
services. The Company's key assets include proprietary databases of nearly 14 million businesses and 250 million
consumers in the United States and Canada. We believe our proprietary content is the most comprehensive and
accurate data available. We leverage these key assets by selling through multiple distribution channels to over 4
million customers, which include small and medium-size businesses, Fortune 1000 companies, consumers, and
Internet users.

Operating costs increased significantly from 1999 to 2000, due to our execution of the planned expansion of
certain Internet initiatives, including infoUSA.com, BusinessCreditUSA.com, Videoyellowpages.com and
ListBazaar.com. Most of the operating cost increase was due to selling, general and administrative expenses,
whereas database and production costs increased moderately. For the year ended December 31, 2000, net sales for
the four Internet divisions increased $10.0 million, or 64% from the year ended December 31, 1999, although total
operating costs for the Internet divisions increased $33.9 million to $41.3 million, or 457% from the year ended
December 31, 1999. Marketing costs specific to the Internet initiatives represent the principal source of the increase.

During the fourth quarter of 2000, the Company reevaluated its Internet strategy. The Company realized
spending was too high on advertising and brand activities that were not profitable. The Company cut back on
investments in all four Internet initiatives. The operations of Videoyellowpages.com were discontinued in December
of 2000, as the Company realized it did not have the resources required to make this idea succeed. The Company
dramatically cut back the marketing expenses in BusinessCreditUSA.com and ListBazaar.com. businesses and rolled
them back into the core business. Leveraging off of the high traffic from the infoUSA.com and our partner’s website,
we have been able to make BusinessCreditUSA.com and List Bazaar.com profitable.

We also reduced the staff and infrastructure in infoUSA.com. The issuance of subsidiary stock to outside
investors allowed the Company to execute our planned expansion of infoUSA.com without affecting working capital
of core business operations. However, the dramatic changes in the Internet market required us to focus on preserving
the remaining investment and revise our strategy to that of turning infoUSA.com into a profitable subsidiary.
infoUSA.com reduced its staff from approximately 85 people to 15 people by the end of 2000, with most of the
administrative, overhead and support functions being rolled back under the parent company. Effective August 30,
2001, the Company eliminated the minority interest of infoUSA.com, through the acquisition of assets. For the year
ended December 31, 2001, operating costs for the 3 remaining Internet divisions decreased $35.1 million to $6.2
million, from the year ended December 31, 2000.

During 2001, the large business segment continued to experience softer customer demand due to the
macroeconomic downturn that began in the fourth quarter of 2000. As a result, some of its Fortune 1000 customers
were impacted by budgetary constraints and forced to postpone capital spending decisions. Therefore, the large
business segment cut costs to be in line with reduced revenue expectations. The large business segment has reduced
its operating cost structure and is well positioned to continue to focus on expense control and profitable revenue
growth through the development and introduction of innovative new products. These include the recently introduced
infoConnect™ ONE PASS that provides for automated data enhancement and file cleansing services, and
MarketZone DS, a premier e-CRM solution that integrates the entire suite of Donnelley products to create a real-time
customer content integration and decision support tool.

The Company had previously made certain disclosures relative to the continuing results of operations of acquired
companies where appropriate and possible. However, the Company has immediately integrated the operations of the
acquired companies into existing operations of the Company for all acquisitions completed since 1997. Generally, the
results of operations for these acquired activities are no longer separately accounted for from existing activities. The
Company cannot report on the results of operations of acquired companies upon completion of the integration as the
results are "commingled” with existing results. Additionally, upon integration of acquired operations, the Company
frequently combines acquired products or features with existing products, and experiences significant cross-selling of
products between business units, including sales of acquired products by existing business units and sales by acquired
business units of existing products.
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Critical Accounting Policies

Our significant accounting policies are described in Note 2 to the audited Consolidated Financial Statements. Of
those policies, we have identified the following to be the most critical because they are the most important to our
portrayal of our results of operations and financial condition and they require management’s most difficult, subjective
or complex judgments:

o  Revenue recognition and related estimates of valuation allowances for doubtful accounts, sales
returns and other allowances;

o Database acquisition, development and maintenance expenses; and

o Valuation of long-lived and intangible assets and goodwill.

Revenue recognition. Our revenue has historically been derived predominantly through the sale of customized
sales lead generation products. We have successfully capitalized on new markets and applications for our proprietary
databases, as our company expanded product and service offerings. We began to recognize significant revenue from
data processing services in 1997, following the acquisition of Database America and continued expanding our data
processing revenue with the acquisition of Donnelley Marketing in July of 1999. The acquisition of Donnelley
Marketing enhanced our proprietary consumer database and database marketing services. The merger made us the
only company in our industry to offer proprietary business and consumer data, data processing, and database
marketing services and gave us the ability to offer complete solutions and fulfill substantially all the database, data
processing, and database marketing needs of our Fortune 1000 customers. With the expansion of our Consumer
Products Division, and the acquisition of Pro CD and Digital Directory Assistance, revenue from consumer CD-Rom
products increased substantially between 1993 and 1997. Retail sales of consumer products generate leads for our
subscription sales department which is highly profitable. Walter Karl was acquired in 1998 and combined with JAMI
Marketing Services to form what is now know as Walter Karl, our list brokerage business. Finally, the Company has
recognized strong Internet license revenue and Internet content sales since 1999 and believes there is significant
opportunity to expand the market for our products and services over the Internet. We estimate that no customer
represented greater than approximately 4% of net sales in 2001. As described below, significant management
judgments and estimates must be made and used in connection with the revenue recognized in any accounting period.

Approximately 53% of our revenue is recognized when the product is shipped to the customer. This revenue
recognition policy applies to prospect lists, mailing labels, published directories, other sales lead products and DVD
and CD information products. These product sales are typically evidenced by a written purchase order or by credit
card authorization. Sales of DVD and CD information products occur with rights of return. Therefore, we also
estimate and record an allowance for product returns and reduce the amount of recognized revenue by anticipated
product returns. The estimate of the product returns is made by giving consideration to the historical trends in sales
and product returns, estimates of product inventory currently in the channel of distribution, and the timing and release
of new product versions.

Revenues derived from data processing services represent approximately 27% of our revenues. Data processing
revenues are billed on a time and materials basis, with the recognition of revenue occurring as the services are
rendered to the customer.

Revenue from the licensing of our data to third parties represents approximately 20% of our revenue. Licenses
are typically evidenced by written contracts. When we commit to provide the customer either continuous data access
(i.e., “24/7” access via the Internet) or updates of data files over a period of time, we recognize revenue from the
licensing arrangement on a straight-line basis over the life of the agreement. We adopted this policy in 2000 because
we believe this method better reflects the service commitment inherent in the licensing agreements in light of a
growing proportion of such long-term and continuous access agreements. We also license data to customers with no
such commitments. In those cases, we recognize revenue when the data is shipped to the customer and collectibility
of the revenue is reasonably assured.

We assess collectibility of revenues and our allowance for doubtful accounts based on a number of factors,
including past transaction history with the customer and the credit-worthiness of the customer. We do not request
collateral from our customers. An allowance for doubtful accounts is established to record our trade accounts
receivable at estimated net realizable value. If we determine that collection of revenues are not reasonably assured at
or prior to the delivery of our products, we recognize revenue upon the receipt of cash. Cash-basis revenue
recognition periodically occurs in those cases where we sell or license our information products to a poorly
capitalized company, such as an Internet startup company. However, sales recognized on this basis are not a
significant portion of our total revenues.
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Database Costs. The Company's database and production costs are generally charged to expense as incurred and
relate principally to maintaining, verifying and updating its databases, fulfilling customer orders and the production
of DVD/CD titles. Costs to develop new databases are capitalized by the Company and amortized upon the
successful completion of the databases, over a period ranging from one to five years. Our cost of maintaining the
Company’s consumer and business databases does not necessarily vary directly with revenues since a significant .
portion of the cost is the maintenance and verification of our existing data. Consequently, operating income may
vary significantly with changes in revenue from period-to-period, as our ability to adjust certain elements of our cost
structure is limited in the short-run.

At December 31, 2001, capitalized database costs (net of accumulated amortization) were $10 thousand, or less
than one percent of total assets. Because we expense the costs of maintaining and verifying the Company’s existing
database, our balance sheet does not include an asset for the value of our database. We believe that our databases of
consumer and business information are valuable intellectual property assets. Our success in marketing our products
and services depends, in large part, on our ability to maintain an accurate and reliable database of business and
consumer information. '

Related party transactions. As discussed in Note 12 to the audited Consolidated Financial Statements included
elsewhere in this Form 10-K, the Company paid $2.1 million to Annapurna Corporation, which is 100% owned by
Mr. Gupta, who is Chairman and Chief Executive Officer of the Company, for employee travel expenses. The
expenses are authorized by the Company’s management and board of directors to support Mr. Gupta’s
responsibilities related to business development, new acquisitions and other strategic initiatives. Arrangements
between the Company and Annapurna Corporation are subject to periodic review by the Company’s management and
board of directors.

Valuation of long-lived and intangible assets and goodwill. We assess the impairment of identifiable intangibles,
long-lived assets and related goodwill and enterprise level goodwill whenever events or changes in circumstances
indicate that the carrying value may not be recoverable. Factors we consider important which could trigger an
impairment review include the following:

Significant underperformance relative to expected historical or projected future operating results,
Significant changes in the manner or use of the acquired assets or the strategy for our overall business,
Significant negative industry or economic trends,

Significant decline in our stock price, and

Our market capitalization relative to net book value.

@ 0O ® @ ©°

When we determine that the carrying value of intangibles, long-lived assets and related goodwill and enterprise
level goodwill may not be recoverable based upon the existence of one or more of the above indicators of
impairment, we measure impairment based on estimated fair value of the assets. Net intangible assets, long-lived
assets, and goodwill amounted to $284.7 million as of December 31, 2001.

In 2002, Statement of Financial Accounting Standards (“SFAS”) No. 142, “Goodwill and Other Intangible
Assets” became effective and as a result, we will cease to amortize approximately $16.5 million of goodwill. We had-
recorded approximately $16.5 million of amortization on these amounts during 2001 and would have recorded
approximately $31.5 million of amortization during 2002. In lieu of amortization, we are required to perform an
initial impairment review of our goodwill in 2002 and an annual impairment review thereafter. We expect to
complete our initial review during the first six months of 2002.

While we do currently do not expect to record an impairment charge upon completion of the initial impairment
review, there can be no assurance that at the time the review is completed, or after the annual review thereafter, a
material impairment charge will not be recorded.
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The Company has supplemented its internal growth through strategic acquisitions. The Company has completed
fourteen acquisitions since mid-1996. Through these acquisitions, the Company has increased its presence in the
consumer marketing information industry, greatly increased its ability to provide data processing solutions, added two
consumer CD-ROM product lines, increased its presence in list management and list brokerage services and
broadened its offerings of business and consumer marketing information. The following table summarizes these

acquisitions:
Transaction
Principal Type of Value
Acquired Company Key Asset Business Segment Acquisition Date Acquired  (in millions)(1)
Digital Directory
XIS 171 Lo Consumer CD-Rom Products Small business Asset purchase August 1996 $ 17
County Data
Corporation.....ccoveevcervcenenes New Businesses Database Small business Pooling-of-interests ~ November 1996 § 11
Marketing Data
Systems... .. Data Processing Services Large business Asset purchase November 1996 § 3
BJ HUNEr ...ovircnvnnenicenice Canadian Business Database Small business Stock purchase December 1996 $ 3
Database America Consumer Database and Data
Companies ......ccccorcerceereeerens Processing Services Large business Stock purchase February 1997 $ 105
ProCD ..ccoocevivrrrerccrnrncnnee Consumer CD-Rom Products ~ Small business Asset purchase August 1997 $ 18
Walter Karl ....coooeovviriirennnnn, Data Processing and List Large business Stock purchase March 1998 $ 19
Management Services ;
JAMI Marketing ..........ccoceenee List Management Services Large business Asset purchase June 1998 $ 13
Contacts Target
Marketing Canadian Business Database Small business Asset purchase July 1998 § 1
Donnelley Marketing Consumer Database and Large business Stock purchase July 1999 $ 200
Data Processing Services
American Church Lists Religious Institution Database ~ Small Business Stock purchase March 2000 $ 2
IdEXEC.....cicnnrercanns Executives Database Large Business Asset purchase May 2000 $ 7
Getko Direct Response ... Canadian Consumer Database
and Data Processing Services ~ Small Business Asset Purchase May 2000 $ 2
infoUSA.com minority
INEETESE . cvincer e eccerecermcenerceneees Internet license and products Small Business Asset Purchase August 2001 § 25
Polk City Directories ............... Business Directories Products  Directories Asset purchase October 2001 $ 6

(1) Transaction value includes total consideration paid including cash paid, debt and stock issued plus long-term debt
repaid or assumed at the date of acquisition plus, in the case of DBA, a subsequent purchase price adjustment in
October 1997.

As part of these strategic acquisitions, the Company has incurred various acquisition-related charges to integrate
] operations, consisting of: 1) $0.5 million in 2001, in connection with the acquisition of Polk City Directories, 2) $2.3
million in 2000, for the attempted acquisition of the consumer database division of R.L. Polk and the acquisitions of
idEXEC, American Church Lists and Getko Direct Response, 3) $9.8 million in 1999 in connection with the
acquisition of Donnelley Marketing, 4) $10.1 million in 1998 in connection with the acquisitions of Walter Karl and
JAMI Marketing and for certain internal restructuring charges, 5) $56.1 million in 1997 in connection with the
acquisitions of DBA and Pro CD. In addition, the Company has amortized goodwill and other intangibles over
periods of up to 20 years in connection with acquisitions completed since mid-1996. However, effective January 1,
2002, the Company will no longer amortize all goodwill and certain other intangible assets due to new accounting
rules, described in the “Accounting Standards” section that follows. The Company's results for 1999 do not include
the operations of American Church Lists, idEXEC and Getko Response, and the results for 2000 and 1999 do not
include the minority interests of infoUSA.com and Polk City Directories. While there are currently no binding
commitments with respect to any particular future acquisitions, the Company frequently evaluates the strategic
opportunities available and intends to pursue strategic acquisitions of complementary products, technologies or
businesses that it believes fit its business strategy. In connection with future acquisitions, the Company expects that
it will be required to incur additional acquisition-related charges to operations.

Associated with the acquisitions previously described, the Company has recorded amortization expense on
goodwill and other purchased intangibles as summarized in the following table (amounts in thousands):

Amount
$ 27,661
18,147
22,061
32,190
30,254

Fiscal Year
1997 e v vrereveenies
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Results of Operations

The following table sets forth, for the periods indicated, certain items from the Company's statement of operations
data expressed as a percentage of net sales. The amounts and related percentages may not be fully comparable due to
the acquisition of Donnelley Marketing in July 1999, American Church Lists in March 2000 and idEXEC and Getko
Direct Response in May 2000, the minority interest in infoUSA.com in August 2001 and Polk City Directories in
October 2001:

Year Ended December 31,
2001 2009 1999

Consolidated Statement of Operations Data:
Nt SAES ..o 100% 100% 100%
Costs and expenses:

Database and production COStS .......c.covvurriearieameeriennnineecnniens 28 33 30

Selling, general and administrative 39 49 41

Depreciation and amortization .... 17 17 13

Impairment of assets — 1 2

ACQUISIEION COSES ..voviriicineiiie e — 1 2

Non-cash stock compensation — 1 —
Restructuring charges .................. 2 2 —
Provision for litigation settlement.. — — —
Total CoStS ANd EXPENSES .vrvovrverrarrrererrieirreersesrsenssecseseseas 86 104 88
Operating income (10SS) c.ccvveruerveermeinierirereresereresmsrerseserinnennees 14 ) 12
Other INCOME, NEL c.cveereeereecreeriereeeesrersrensienssess e saenas (8) (1) 2
Income (loss) before income taxes from continuing

OPETALIONS ..veverecereceiini ettt st cnec s ettt esnbeanen 6 (5) 14
INCOME aX EXPENSE ..ovvevviiiiiieic e 4 — 5
Income (loss) from continuing Operations ..........cucccvvvivecircenranne 2 (5) 9
Discontinued operations, net of taX.........c.oeceerenrcrccienicnnenn — (2) —
Income (loss) before cumulative effect of a change in

accounting prinCiple .......occveimiemncincerenen s 2 (7) 9
Cumulative effect of a change in accounting principle,

NEL OF 18X cevviterecricrerereeneeeses e erentnaeieet e scec s sre e s e esesicnes — (3) —
Net income (10ss)......... 2% (10)% 9%
EBITDA, as adjusted(1) ......cecorirarieammermmvenmessisisseoreaerecenes 31% 15% 28%
Other Data:

Sales by Segment:
SMAH BUSINESS 1.ecvereiercrirereinnersesrs s enssesresseceseeeneensaeeneennee . § 1402 $ 1299
Large business ... . 165.5 136.0
TOtAl vt § 3057 $ 2659
Sales by Segment as a Percentage of Net Sales:
Small business .... 46% 46% 49%
Large business .... . 54 34 51
TOUAL et 100% 100% 100%

(1) "EBITDA, as adjusted," is defined as operating income (loss) adjusted to exclude depreciation and amortization,
impairment of assets, non-cash stock compensation expense and in-process research and development charges.
EBITDA, as adjusted, is presented because it is a widely accepted indicator of a company's ability to incur and
service debt and of the Company's cash flows from operations excluding any non-recurring items. However,
EBITDA, as adjusted, does not purport to represent cash provided by operating activities as reflected in the
Company's consolidated statements of cash flows, is not a measure of financial performance under generally
accepted accounting principles ("GAAP") and should not be considered in isolation or as a substitute for
measures of performance prepared in accordance with GAAP. Also, the measure of EBITDA, as adjusted, may
not be comparable to similar measures reported by other companies.
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2001 Compared to 2000
Net sales

Net sales for 2001 were $288.7 million, a decrease of 6% from $305.7 million in 2000. The decrease in net sales
is principally due to softer customer demand and a general slow-down in the United States economy. Net sales of
the small business segment for 2001 were $133.7 million, a 5% decrease from $140.2 million in 2000. The decrease
in net sales is principally due to softer customer demand related to the general slow-down in the United States
economy and the tragic events of September 11. $9.0 million of the decrease specifically related to the sale of
content to list brokers and resellers, who are more adversely affected by the economic downturn. The net sales
amounts are not fully comparable due to the acquisition of Polk City Directories in October 2001. The Company
immediately integrated the operations of Polk City Directories into existing operations and cannot report the results
of operations of Polk City Directories upon completion of the integration, as the results are commingled with existing
results. Additionally, upon integration of acquired operations, the Company frequently combines acquired products
or features with existing products, and experiences significant cross-selling of products between business units,
including sales of acquired products by existing business units and sales by acquired business units of existing
products. The small business segment principally engages in the selling of sales lead generation and consumer DVD
products to small to medium sized companies, small office and home office businesses and individual consumers.
This segment also includes the sale of content via the Internet.

Net sales of the large business segment for 2001 were $155.0 million, a 6% decline from $165.5 million in 2000.
The decrease in net sales is principally due to softer customer demand related to the general slow-down in the United
States economy and the adverse impact from the continued decline by its Internet license customers. License
revenues were $46.5 million in 2001, a decline of $5.1 million from $51.6 million for 2000, primarily due to a
decreased number of Internet license customers directly related to the down turn experienced by many Internet
companies since early 2000.

Database and production costs

Database and production costs for 2001 were $80.9 million, or 28% of net sales, compared to $101.8 million, or
33% of net sales for 2000. The decrease in database and production costs as a percentage of net sales is primarily due
to headcount reductions and favorable changes in product sales mix in the large business segment and reduced costs
associated with the Internet businesses initiated by the Company in December 2000. Database and production costs
for the large business segment were 22% of net sales for 2001, a decrease of $8.5 million, compared to the rate of
26% of net sales for 2000. Database and production costs for corporate activities for 2001 decreased $3.9 million
compared to 2000, due to decreased data compilation and data acquisition costs. Database and production costs for
the Internet businesses decreased $4.9 million to $0.7 million for 2001, compared to $5.6 million for 2000.

Selling, general and administrative expenses

Selling, general and administrative expenses for 2001 were $112.4 million, or 39% of net sales, compared to
$149.7 million, or 49% of net sales for the same period of 2000. The decrease in selling, general and administrative
expenses is principally due to: 1) reduced marketing and advertising costs, principally related to the various Internet
initiatives, and 2) headcount reductions between December 2000 and June 2001. Marketing and advertising costs for
2001 were $12.2 million, or 4% of net sales, compared to $31.8 million, or 10% of net sales for 2000. Marketing and
advertising expenses related to the various Internet divisions were $0.3 million for 2001, reflecting a decrease of
$13.8 million, or 5% of net sales, compared to $14.1 million for 2000. Marketing and advertising expenses related to
the core businesses were $11.9 million for 2001, or $5.7 million lower compared to 2000. Salaries and wages for
marketing and general administration for 2001 were $63.3 million, or 22% of net sales, a reduction of $15.9 million
compared to $79.2 million, or 26% of net sales for 2000.

20




Depreciation and amortization expenses

Depreciation and amortization expenses for 2001 were $48.1 million (comprised of $30.2 million for amortization
of goodwill and other intangible assets and $17.9 million for depreciation of operating assets), or 17% of net sales,
compared to $52.2 million (comprised of $32.2 million for amortization of goodwill and other intangible assets and
$20.0 million for depreciation of operating assets), or 17% of net sales for 2000. The decrease in depreciation and
amortization expenses is principally due to certain intangible assets and software development costs becoming fully
amortized.

Non-cash stock compensation expense

Non-cash stock compensation expenses were $0.4 million, or less than 1% of net sales, compared to $3.1 million,
or 1% of net sales for 2000. The decrease in non-cash stock compensation expense is principally due to the workforce
reduction of infoUSA.com, described above in the "Overview" section. Additionally, due to the fact that the
Company eliminated the minority interest in its infoUSA.com subsidiary through the purchase of assets, it did not and
will not incur non-cash stock compensation expense related to the infoUSA.com subsidiary options during the fourth
quarter of 2001 and subsequent periods.

Restructuring costs

During 2001, the Company recorded restructuring charges of $4.9 million due to a lease termination agreement
and charges related to workforce reductions. On July 30, 2001, infoUSA.com, a subsidiary of the Company,
negotiated a lease termination agreement for its Foster City, California facility. The Company paid $4.7 million to
satisfy the remaining eight year term of the lease agreement, and recorded additional charges of $2.8 million for costs
of the lease settlement not previously recorded. The Company also recorded $2.1 million for workforce reduction
charges that included involuntary employee separation costs for approximately 265 employees discharged during
2001, in administration, sales support and marketing functions.

During 2000, the Company recorded restructuring charges totaling $5.8 million as a part of the Company's overall
strategy to reduce costs and continue commitment to its core businesses. The cost containment program included a
reduction in the planned investment in the Company's Internet businesses and plans to reduce total headcount. The
Company recorded an accrual of $3.7 million for lease payments for the former Foster City, California facility and an
accrual of $2.1 million for workforce reductions of approximately 350 employees. Employees discharged during
2000 received cash severance payments totaling $2.1 million during the first six months of 2001, with no severance
payments remaining deferred and payable as of June 30, 2001.

Litigation settlement charge

The Company is involved in various legal proceedings, including product liability and other matters of a nature
considered normal to its business. During 2001, the Company settled two legal matters totaling $1.1 million.

Acquisition costs

During 2001, the Company recorded charges of $0.5 million related to the Company's acquisition of Polk City
Directories, representing costs to integrate these operations into the Company's existing operations. These costs were
not directly related to the acquisition of Polk City Directories, and therefore cotild not be capitalized as part of the
purchase price.

During 2000, the Company recorded acquisition costs of $2.3 million, including $0.5 million principally related to
the Company’s acquisition of American Church Lists, idEXEC and Getko, representing costs to integrate these
acquired operations into the Company's existing operations. The Company also recorded $1.8 million of costs
associated with the Company's bid to acquire the consumer database division of R.L. Polk.

Operating income

Including the factors previously described, the Company had operating income of $40.4 million, or 14% of net
sales for 2001, compared to an operating loss of $11.4 million, or 4% of net sales for 2000.

Operating income for the small business segment for 2001 was $60.4 million, or 45% of net sales, as compared to
$32.4 million, or 23% of net sales for 2000. The increase in operating income as a percentage of net sales is
principally due to staffing reductions previously described and the Company's cost reduction efforts related to various
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Internet initiatives. Substantially all costs related to the Internet divisions are included in the small business segment.
See the sections "Cverview" and "Selling, general and administrative expenses" for additional information describing
the Internet divisions and the effects on the results of operations.

Operating income for the large business segment for 2001 was $81.1 million, or 52% of net sales, as compared to
$75.5 million, or 46% of net sales for 2000. The increase in operating income as a percentage of net sales is
principally related to the Company's staffing reductions previously described and a change in the product sales mix
previously described in the section "Database and production costs."”

Other expense, net

Other expense net, was $24.1 million, or 8% of net sales, and $4.5 million, or 1% of net sales, for 2001 and 2000,
respectively. Other expense is comprised of interest expense, investment income, minority interest in subsidiary and
other income or expense items which do not represent components of operating income or expense of the Company.

Interest expense was $25.3 million and $26.7 million for 2001 and 2000, respectively. Investment income was
$1.0 million and $1.3 million, for 2001 and 2000, respectively. During the year 2000, infoUSA.com, a subsidiary of
the Company, completed additional venture capital financing and recorded a gain of $14.6 million on the issuance of
stock of this subsidiary. The issuance of subsidiary stock to outside investors allowed the Company to continue to
execute its planned expansion related to infoUSA.com as an online provider of white and yellow page directory
assistance and an internet destination for sales and marketing tools and information, without effecting working capital
of existing operations.

Minority interest in loss of subsidiary of $0.3 million and $6.3 million for 2001 and 2000, respectively, represents
the minority investors' share of infoUSA.com's net loss for the periods then ended. Effective August 30, 2001, the
Company eliminated the minority interest of its subsidiary, infoUSA.com, through the acquisition of the subsidiary’s
operating assets.

Income taxes

A provision for income taxes of $11.4 million and $1.3 million was recorded for 2001 and 2000, respectively. The
gain the Company recorded on the issuance of subsidiary stock during 2000 was not subject to income tax expense.
The provisions for income taxes also reflect the inclusion of amortization of certain intangibles in taxable income not
deductible for tax purposes.

Discontinued operations, net of tax

During December 2000, the Company closed the operations of its VideoYellowPages.com Internet unit.
VideoYellowPages.com recorded revenues of $0.2 million and operating expenses of $6.9 million, for a pre-tax
operating loss of $6.7 million and an after-tax loss of $4.2 million during 2000. Included in the operating expenses of
$6.9 million for 2000, the Company recorded asset impairment charges of $1.2 million and restructuring charges of
$0.1 million related to discontinuing the operations of VideoYellowPages.com.

Cumulative effect of accounting change, net of tax

During 2000, the Company changed’its revenue recognition method for data licensing revenue. Effective January
1, 2000 the Company began to recognize revenue on data license arrangements on a straight-line basis. This change
in method was made because a growing proportion of such license revenue is from long-term and continuous access
agreements. The Company believes the newly adopted method better reflects the service commitment inherent in its
various license agreements. The cumulative effect of the change in method of $10.3 million is net of income tax
benefit of $3.5 million,

EBITDA, as adjusted

The Company's EBITDA, as adjusted was $89.0 million, or 31% of net sales for 2001, compared to $46.0 million,
or 15% of net sales for 2000.
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2000 Compared tc 1999
Net sales

Net sales for 2000 were $305.7 million, a 15% increase from $265.9 million in 1999. Net sales of the small
business segment were $140.2 million, an 8% increase from $129.9 million in 1999. The small business segment
principally engages in the selling of sales lead generation and consumer CD-Rom and DVD products to small to
medium sized companies, smalil office and home office businesses and individual consumers. This segment also
includes the sale of content via the Internet. The acquisitions of American Church Lists in March 2000, idEXEC and
Getko in May 2000 contributed to the increase, although the sales associated with these acquired entities were not
significant. The overall increase in the net sales of the small business segment is principalty due to the acquisition of
Donnelley in July 1999 and the related sale of Donnelley's consumer data by this segment although the amount can
not be accurately quantified.

Generally, upon integration of an acquired business, the Company frequently combines acquired products or
features with existing products, and experiences significant cross-selling of products between business units,
including sales of acquired products by existing business units and sales of existing products by acquired business
units. Additionally, effective January 1, 2000, the operations related to Donnelley were reorganized and certain
operations that were previously included in the large business segment have been included in the small business.
segment from January 1, 2000 forward. The small business segment has experienced growth in its vertical market
groups including the middle markets, government, library, medical and field sales offices groups. Additionally, the
Company recorded Internet content sales of $3.9 million in 2000, an 18% increase from $3.3 million in 1999. The
increase in net sales by the small business segment described above was partially offset by a decrease in the net sales
of consumer CD-Rom products. The Company recorded net sales of $10.8 million of consumer CD-Rom products
during 2000, compared to $19.0 million in 1999. The decline in net sales of consumer CD-Rom products is the result
of general market conditions and the Company’s unsatisfactory execution of merchandising programs with retailers
and a change in the timing of new product releases.

Net sales of the large business segment were $165.5 million, a 22% increase from $136.0 million in 1999.
Included in the large business segment are sales of data processing services and Internet-based database licenses. The
increase in net sales for the large business segment is due to the following: 1) acquisition of Donnelley in July 1999
and idEXEC in May 2000, 2) increased sales of Internet-based database licenses, and 3) increased sales of marketing
database licenses due to the addition of certain significant license arrangements. Additionally, the amounts are not
fully comparable as effective January 1, 2000, the operations related to Donnelley were reorganized and certain
operations that were previously included in the large business segment have been included in the small business
segment from January 1, 2000 forward. The amount of sales transferred to the small business segment due to the
reorganization can not be accurately quantified for reasons previously described.

Certain comparative information related to the large business segment includes: 1) net sales of Internet-based
database licenses for 2000 were $20.2 million, a 62% increase from $12.5 million in 1999, and 2) net sales of data
processing services were $77.1 million, a 3% increase from $74.8 million in 1999.

Database and production costs

Database and production costs for 2000 were $101.8 million, or 33% of net sales, an increase of 3% of net sales
compared to $78.6 million, or 30% of net sales for 1999. The increase in database and production costs as a
percentage of net sales is partially due to the acquisition of Donnelley in July 1999. Sales associated with the
Donnelley operations have a larger composition of data processing and client services than the sales associated with
the remainder of the Company's operations.

The increase in database and production costs as a percentage of net sales is principally due to the execution of the
Company's planned expansion related to various Internet initiatives. Database and production costs related to the
various Internet divisions increased $4.6 million to $5.6 million, or 2% of net sales for 2000, compared to $1.0
million, or less than 1% of net sales for 1999. The increase for the Internet divisions is due to additional information
technology and data content costs.
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Selling, general and administrative expenses

Selling, general and administrative expenses for 2000 were $149.7 million, or 49% of net sales, an increase of 8%
of net sales compared to $108.4 million, or 41% of net sales for 1999. The increase in selling, general and
administrative expenses as a percentage of net sales is principally due to the execution of the Company's planned
expansion related to various Internet initiatives. Selling, general and administrative costs related to the various
Internet divisions increased $19.1 million, to $25.5 million, or 8% of net sales for 2000, compared to $6.4 million, or
2% of net sales for 1999. The increase in selling, general and administrative expenses related to the Internet divisions
included the following items: 1) increase in advertising costs of $8.6 million for a total of $11.9 million for 2000, 2)
increase in salaries and wages of $6.7 million for a total of $8.8 million for 2000, 3) increase in bad debt of $1.1
million for a total of $1.3 million for 2000, 4) increase in building lease, taxes and maintenance expenses of $1.2
million for a total of $1.4 million for 2000 and, 5) increase of travel and entertainment costs of $0.8 million for a total
of $1.0 million for 2000.

Depreciation and amortization expenses

Depreciation and amortization expenses for 2000 were $52.2 million, or 17% of net sales, compared to $34.9
million, or 13% of net sales for 1999. The increase in depreciation and amortization expenses is primarily due to the
acquisition of Donnelley in July 1999.

Impairment of assets

During 2000, the Company recorded asset impairment charges totaling $2.1 million, or 1% of net sales. The
impairment charges included: 1) $1.0 million for the infoPix business photograph database and related equipment, 2)
$0.9 million for infoUSA.com public offering costs and certain leasehold improvements for the Foster City, CA
facility, and 3) $0.2 million for capitalized software costs related to the Company’s data warehousing project which
was discontinued due to the Company’s cost containment plans previously described.

During 1999, the Company recorded asset impairment charges totaling $5.6 million, or 2% of net sales. The
impairment charges included: 1) a write-down of $3.9 million on the Company's existing consumer database white
pages file which was impaired due to the addition of the more complete Donnelley consumer file with the acquisition
of Donnelley in July 1999, and 2) a write-down of $1.7 million on certain leasehold improvements and in-process
construction projects which were abandoned due to the move of data processing services operations from Montvale,
NJ to Greenwich, CT.

Acquisition costs

During 2000, the Company recorded various integration-related charges of $2.3 million, or 1% of net sales.
These costs included $0.5 million related to the integration of American Church Lists, idEXEC and Getko into the
Company’s existing operations and $1.8 million associated with the Company's unsuccessful bid to acquire the
consumer database division of R.L. Polk.

During 1999, the Company recorded various integration-related charges of $4.2 million, or 2% of net sales. The
integration-related charges included consulting costs, management bonuses, direct travel and entertainment costs and
other direct integration-related charges. These costs were not directly related to the acquisition of Donnelley, and
therefore could not be capitalized, but were costs associated with the integration of Donnelley operations into the
Company's existing operations.

Non-cash stock compensation expense

During 2000, the Company recorded a non-cash charge of $3.1 million, or 1% of net sales, related to the issuance
of stock options for infoUSA.com, a subsidiary of the Company. The non-cash charges represent compensation in
the form of stock option and warrant grants by the subsidiary to non-employees and vendors.

Restructuring charges

During 2000, the Company recorded restructuring charges of $5.8 million as a part of the Company’s overall strategy
to reduce costs and continue commitment to its core businesses. The cost containment program included a reduction
in the planned investment in the Company’s Internet businesses and plans to reduce total headcount from 2,200 to
1,841. The Company recorded a $3.7 million accrual for the lease buyout of the Foster City, California facility and
$2.1 million for workforce reduction charges. The workforce reduction charges included involuntary employee
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separation costs for approximately 350 employees that included charges of $0.8 million for employees in the
Company’s Internet businesses, $0.7 million for employees of the large business segment, $0.4 million for employees
of the small business segment and $0.2 for administrative employees. As of December 31, 2000, employees received
cash severance payments totaling $0.3 million during 2000 with $1.8 million paid during 2001. At December 31,
2000, these deferred payments were classified in the Statement of Consolidated Financial Position as other liabilities.

Operating income

Including the factors previously described, the Company had an operating loss of $11.4 million, or 4% of net sales
for 2000, compared to operating income of $34.1 million, or 12% of net sales for 1999. Excluding acquisition-
related, integration, restructuring and asset impairment charges previously described, the Company would have had
an operating loss of $1.2 million, or less than 1% of net sales for 2000, compared to $43.8 million, or 16% of net
sales for 1999.

Operating income for the small business segment for 2000 was $32.4 million, or 23% of net sales, as compared to
$61.7 million, or 48% of net sales for 1999. The decrease in operating income as a percentage of net sales is
principally due to the Company's execution of the planned expansion related to various Internet initiatives.
Substantially all costs related to the Internet divisions are included in the small business segment. See the sections
"Selling, general and administrative expenses" and "database and production costs" previously described, for
additional information describing the Internet divisions, the effects on the results of operations and expected trend for
2001, :

Operating income for the large business segment for 2000 was $75.5 million, or 46% of net sales, as compared to
$55.9 million, or 41% of net sales for 1999. The increase in operating income as a percentage of net sales is partially
due to the overall increase in sales of marketing database licenses and Internet-based database licenses, as the cost
margins associated with these products are lower than the cost margins associated with the remainder of the large
business segment's products. Additionally, the Company implemented a cost reduction program as part of the
acquisition of Donnelley in July 1999. Subsequent to the acquisition of Donnelley, the Company was successful in
reducing operating costs related to the acquired operations and achieved its desired cost reduction levels by the end of
1999.

Other income (expense), net

Other income (expense), net was $(4.5) million, or (1)% of net sales, and $4.5 million, or 2% of net sales, 2000
and 1999, respectively. Other income (expense) is comprised of interest expense, investment income, minority
interest in subsidiary and other income or expense items which do not represent components of operating income
(expense) of the Company.

Investment income was $1.3 million and $14.2 million for 2000 and 1999, respectively. During 1999, the
Company realized a gain of $10.3 million on the disposition of its holdings in InfoSpace.com common stock, the
proceeds of which were used to reduce the debt outstanding incurred as part of the acquisition of Donnelley.

Interest expense was $26.7 million and $18.6 million for 2000 and 1999, respectively. The increase in interest
expense is primarily the result of the addition of the Deutsche Bank Credit Facilities used to finance the acquisition of
Donnelley in July 1999.

Minority interest in subsidiary of $6.3 million for 2000, represents the unaffiliated investors' share of
infoUSA.com's net loss for the period then ended.

During 2000, infoUSA.com, a subsidiary of the Company, completed additional private equity financing. As a
result of the issuance of stock of this subsidiary, the Company recorded a gain of $14.6 million. The issuance of
subsidiary stock to outside investors allowed the Company to continue to execute its planned expansion related to
infoUSA.com as an online provider of white and yellow page directory assistance and an Internet destination for sales
and marketing tools and information without affecting working capital of existing operations. The dramatic changes
in the Internet market during the fourth quarter 2000 and the first quarter of 2001 has required the Company to focus
on preserving the remaining investment and revise its strategy for turning infoUSA.com into a profitable subsidiary.
The Company has initiated cost reduction plans, as described above, for infoUSA.com and the other Internet
businesses to achieve profitable operations during fiscal year 2001.
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Income taxes

A provision for income taxes of $1.3 million and $14.0 million was recorded for 2000 and 1999, respectively.
The gain the Company recorded on the issuance of subsidiary stock is not subject to income tax expense. The
provisions for these periods also reflect the inclusion of amortization of certain intangibles in taxable income not
deductible for tax purposes. The provisions for the periods beginning January 1, 2000 do not include the net losses
associated with infoUSA.com, as this entity is not included in the Company's consolidated federal income tax return
from this date forward.

The income tax expense is higher (or benefit is lower) than expected principally due to significant nondeductible
expenses related to the amortization of intangible assets arising from acquisitions and valuation reserves recognized
for deferred tax assets related to net operating losses generated by the Company’s subsidiary infoUSA.com. These
items are offset in part by the gains on issuance of subsidiary stock by infoUSA.com, which is not subject to income
tax expense.

Loss from discontinued operations, net of tax

During December 2000, the Company closed the operations of its VideoYellowPages.com Internet unit and
recorded a loss from discontinued operations of $4.2 million, net of income tax benefit. The loss is comprised of two
components: 1) the loss of $3.4 million, net of tax, for the full fiscal year, and 2) charges totaling $0.8 million, net of
tax, for assets to be disposed of or abandoned by the Company related to the discontinued operations.

Extraordinary item, net of tax

During the first quarter of 1999, the Company repurchased $9.0 million of its 9 1/2% Senior Subordinated Notes
(the "Notes"). In connection with the repurchase of the Notes, the Company recorded a gain of $0.1 million, net of
deferred financing costs of $0.4 million written-off in proportion to the face amount of Notes purchased and retired.

Cumulative effect of accounting changes, net of tax

During 2000, the Company changed its method of accounting for data licensing arrangements sold with updates to
record revenue on a straight-line basis over the license term. This new adopted method of accounting was made
because it better reflects the service commitment inherent in the Company’s licensing agreements in light of the
growing proportion of such license revenue resulting from long-term and continuous access agreements. The
Company believes the new method better reflects the service commitment inherent in its various license agreements.
The cumulative effect of the change in method of $10.3 million is net of income tax benefit of $3.5 million.

EBITDA, as adjusted

Excluding the non-cash stock compensation expense and non-cash portion of the acquisition costs and
restructuring charges, the Company's EBITDA, as adjusted, was $46.0 million, or 15% of net sales for 2000, and
$74.6 million, or 28% of net sales for 1999.

Liquidity and Capital Resources
General information

During 1999 in conjunction with the acquisition of Donnelley, the Company negotiated a credit arrangement
("Senior Debt Credit facility") that includes a revolving credit facility of $25.0 million, as amended. During 2000, the
Company sought and obtained certain modifications to the Senior Debt Credit facility to permit continued availability
of borrowing under such credit facility. As of December 31, 2001, the Company had no borrowings under the
revolving credit facility, with the exception of two outstanding letters of credit in the amount of $6.3 million reducing
the availability under the revolving credit facility to $18.7 million.

During the first quarter of 2002, the Company continued to make voluntary payments on its Senior Debt Credit
facility, with voluntary payments totaling $4.1 million.

On March 6, 2002, the Company refinanced the Senior Debt Credit facility administered by Deutsche Bank with
Banc of America Securities, LLC. Available borrowings under the new Senior Debt Credit facility are $47.0 million
for Term A, $45.0 million for Term B and $18.0 million under a revolving credit facility. The Company is subject to
certain financial covenants in the Senior Debt Credit facility, including funded debt leverage ratio, senior debt
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leverage ratio, fixed charge coverage ratio and minimum consolidated EBITDA. Management believes the Company
has been in compliance with all restrictive covenants of the Company's current and new Senior Debt Credit facility
described above. Refer to Note 8 to the Company’s audited Consolidated Financial Statements “Financing
Arrangements,” included elsewhere in this Form 10-K, for additional information regarding the Company’s long-term
debt.

The Company believes that its existing sources of liquidity and cash generated from operations, assuming no
significant acquisitions, will satisfy the Company's projected working capital and other cash requirements for at least
the next 12 months. To the extent the Company experiences growth in the future, the Company anticipates that its
operating and investing activities may use cash. Any such future growth and any acquisitions of other technologies,
products or companies may require the Company to seek additional equity or debt financing, which may not be
available or may be dilutive.

Consolidated Statements of Cash Flows Information:

As of December 31, 2001, the Company's principal sources of liquidity included cash and cash equivalents of
$4.4 million. As of December 31, 2000, the Company had working capital of $19.9 million, with substantially all the
working capital held by infoUSA.com. The Company's access to the working capital of its subsidiary, infoUSA.com,
was restricted. The amount of working capital that was not restricted as to access in 2000 was $7.2 million.

Net cash provided by operating activities during 2001 totaled $54.5 million compared to net cash provided by
operating activities of $36.2 million during 2000.

During 2001, the Company spent $22.7 million for acquisitions of businesses and minority interests of a
subsidiary, net of cash acquired, $5.9 million for additions of property and equipment, and $2.4 million related to
software and database development costs. The Company used $41.9 million on the repayment of long-term debt, and
received cash proceeds of $2.4 million from a mortgage on a building the Company acquired.

During 2000, the Company spent $9.2 million for additions of property and equipment, $8.8 million for
acquisitions of businesses, net of cash acquired, $11.6 million related to software and database development costs.
The Company used $22.3 million on the repayment of long-term debt, and received cash proceeds of $22.8 million on
the issuance of stock in its subsidiary infoUSA.com and $4.2 million from the exercise of stock options.

During 1999, the Company spent $9.0 million for additions of property and equipment, $10.4 million related to
internal software development costs and $577 thousand related to database development costs.

The Company acquired Donnelley Marketing effective July 1999. The Company paid $206.4 million related to
the acquisition, including consideration paid for the acquisition of $200.0 million and $6.4 million for capitalized
acquisition costs. As part of the acquisition, the Company borrowed $165.0 million under a credit facility. The
Company paid financing costs of $4.0 million to secure the financing arrangement. The Company also utilized
existing cash and marketable securities of approximately $45.0 million to purchase Donnelley.

During 1999, the Company spent $6.6 million to repurchase common stock of the Company and $8.4 million to
repurchase outstanding Senior Subordinated Notes of the Company.

During 1999, the Company's subsidiary received $10.0 million on the issuance of common stock of a subsidiary
and $7.8 million on proceeds from the exercise of stock options.

The following table summarizes the Company’s contractual obligations as of December 31, 2001:

Less than 1 to 4 to After
1 year 3 vears S years S vears
(In thousands)
Long-term debt ....coovovrvervciiincnccrennncnns $ 19,770 § 45277 $ 43,624 $ 116,998
Capital lease obligations.....c..coueveereccncecne. 2,882 1,210 —_ —
Operating 18ases......cccovvrvrviiiiiecceennecnns 6,369 8,548 3,882 3,635
Unconditional purchase obligations............ — — — —_
Other long-term obligations........c..ccccevee. — — — —
Total cash contractual obligations.............. $ 29,021 § 53035 $ 47,506 § 120,633
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Consolidated Balance Sheet Information:

Trade accounts receivable decreased from $58.5 million at December 31, 2000 to $44.9 million at December 31,
2001. The Company’s related days sales outstanding ("DSO") calculation for the fiscal year 2001 was 56 days,
compared to 69 days for the fiscal year 2000. The decrease is principally due to the enforcement of stricter credit
policies and the implementation of more aggressive collection practices.

Intangible assets, net of amortization, decreased from $296.1 million at December 31, 2000 to $284.7 million at
December 31, 2001. The decrease is principally due to the amortization of capitalized software development costs
and assets related to-the acquisitions described in the "Cverview" section. Depreciation and amortization expense
totaled $48.1 million during 2001.

Accrued expenses decreased from $14.8 million at December 31, 2000 to $9.2 million at December 31, 2001
principally due to the payments for restructuring liabilities of $4.7 million related to the cost reduction program
initiated in December 2000, as described in the “Overview” and “Restructuring costs” sections above.

Deferred revenue included in current liabilities decreased from $19.4 million at December 31, 2000 to $17.4
million at December 31, 2001. The decrease is primarily due to a decrease in Internet license agreements, as the
Company recognizes revenue on data license arrangements with updates on a straight-line basis.

Long term debt decreased from $258.7 million at December 31, 2000 to $225.7 million at December 31, 2001.
The Company made repayments on long-term debt totaling $41.9 million during 2001. The Company made
voluntary prepayments of $22.5 million and $12.2 million of scheduled payments on the Senior Debt Credit Facility.

Long term deferred revenue at December 31, 2001 of $9.0 million represents a customer prepayment on a long-
term data license arrangement.

Accounting Standards

In June 2001, the Financial Accounting Standards Board issued SFAS No. 141, “Business Combinations”, which
requires all business combinations initiated after June 30, 2001 to be accounted for using the purchase method.

In June 2001, the Financial Accounting Standards Board also issued SFAS No. 142, “Goodwill and Other
Intangible Assets”. This statement:
o replaces the requirement to amortize goodwill and certain other intangible assets with an annual impairment
test, and
e requires an evaluation of the useful lives of intangible assets and an impairment test for goodwill upon
adoption.

Goodwill and intangible assets with indefinite lives that result from acquisitions of businesses and minority interests
after June 30, 2001, are not subject to amortization under the provisions of SFAS 142. The provisions of this statement
are fully effective for fiscal years beginning after December 15, 2001, so the Company must adopt the provisions of
SFAS 142 in the financial statements for the quarter ended March 31, 2002. Beginning January 1, 2002, the Company
ceased the amortization of goodwill, the result of which is no further expense for the amortization of these intangible
assets in 2002 and future years. Amortization expense for goodwill and intangible assets with indefinite lives was $16.5
million in 2001, compared to total intangible asset amortization of $30.3 miilion for 2001. The Company has not yet
completed the evaluation whether or not it has any impairment charges in our consolidated financial statements that may
result from the initial impairment test that is required upon adoption of SFAS 142. The Company expects to complete
this initial impairment test within the first six months of 2002. We currently do not expect to record an impairment
charge upon completion of the initial impairment review. However, there can be no assurance that at the time the review
is completed a material impairment charge will not be recorded.

In October 2001, the Financial Accounting Standards Board also issued SFAS No. 144, “Accounting for the
Impairment or Disposal of Long-Lived Assets”. The provisions of this statement are effective for fiscal years
beginning after December 15, 2001. Therefore, the Company is required to adopt the provisions of SFAS No. 144 in
its financial statements for the quarter ended March 31, 2002. Management does not expect the adoption of this
statement to significantly impact the consolidated financial statements.
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Factors That May Affect Operating Results
QOur Internet strategy is subject to review and revision.

Our Internet strategy is to leverage our proprietary content into multiple vertical market applications and provide
marketing solutions for electronic commerce applications. The strategy of developing more efficient and profitable
applications of our content through the Internet is evolving. We cannot guarantee that our customers will choose to
have our products and services delivered to them over the Internet. If we are successful in developing Internet
applications, we may face strong competition from current and potential competitors, including other Internet
companies and other providers of business and consumer databases. We will review our Internet strategy from time
to time and may continue to revise it.

Our markets are highly competitive and many of our competitors have greater resources than we do.

The business and consumer marketing information industry in which we operate is highly competitive. Intense
competition could harm us by causing, among other things, price reductions, reduced gross margins, and loss of
market share. Our competition includes:

° In consumer sales lead generation products, Acxiom, Experian (a subsidiary of Great Universal Stores, P.L.C.
("GUS")), and Equifax, both directly and through reseller networks.

= In data processing services, Acxiom, Experian, Direct Marketing Technologies (a subsidiary of GUS) and
Harte-Hanks Communications, Inc.

-o In business sales lead generation products, Experian and Dun's Marketing Services ("DMS"), a division of
Dun & Bradstreet. DMS, which relies upon information compiled from Dun & Bradstreet's credit database,
tends to focus on marketing to large companies.

= In business directory publishing, we compete with Regional Bell Operating Companies and many smaller,
regional directory publishers.

¢ In consumer products, certain smaller producers of CD-Rom products.

= Technologies which companies may install and implement in-house as part of their internal information
systems functions, instead of purchasing or outsourcing such functions.

In addition, we may face competition from new entrants to the business and consumer marketing information
industry as a result of the rapid expansion of the Internet, which creates a substantial new channel for distributing
business information to the market. Many of our competitors have longer operating histories, better name recognition
and greater financial resources than we do, which may enable them to implement their business strategies more
readily than we can.

We are highly leveraged. If we are unable to service our debt as it becomes due, our business would be harmed.

As of December 31, 2001, we had total indebtedness of approximately $225.7 million, including $106.0 million
of Notes due under an indenture (the "Indenture”) and $99.1 million under a $195 million Senior Secured Credit
facility. On March 12, 2002, the Company refinanced the Senior Secured Credit facility with Banc of America
Securities, LLC. Under the refinanced Senior Secured Credit facility, the payment terms of the Term Loans A and B
were changed such that the total debt will be due on December 31, 2005. Substantially all of our assets are pledged as
security under the terms of the Senior Secured Credit facility. The indebtedness under the Senior Secured Credit
facility was incurred in connection with our acquisition of Donnelley Marketing in 1999.

Our ability to pay principal and interest on the Notes issued under the Indenture and the indebtedness under the
Senior Secured Credit facility and our ability to satisfy our other debt obligations will depend upon our future
operating performance. Our performance will be affected by prevailing economic conditions and financial, business
and other factors. Certain of these factors are beyond our control. The future availability of revolving credit under the
Senior Secured Credit facility will depend on, among other things, our ability to meet certain specified financial ratios
and maintenance tests. We expect that our operating cash flow should be sufficient to meet our operating expenses, to
make necessary capital expenditures and to service our debt requirements as they become due. If we are unable to
service our indebtedness, however, we will be forced to take actions such as reducing or delaying acquisitions and/or
capital expenditures, selling assets, restructuring or refinancing our indebtedness (including the Notes issued under
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the Indenture and the Senior Secured Credit facility) or seeking additional equity capital. We may not be able to
implement any such measures or obtain additional financing or terms that are favorable or satisfactory to us, if at all.

The terms of our current indebtedness may restrict our ability to take certain actions that fit our business strategy.
Our existing credit facilities contain certain covenants which restrict our ability to:
> Incur additional indebtedness;
e Pay dividends and make certain other similar payments;
e Guarantee indebtedness of others;
o Enter into certain transactions with affiliates;

o Consummate certain asset sales, certain mergers and consolidations, sales or other dispositions of all or
substantially all of our assets

o Acquire other companies; and
o Obtain dividends or certain other payments from our subsidiaries.

These restrictions may impair our ability to take certain actions that fit our business strategy. A breach of any of
these covenants could result in an event of default under the terms of our existing credit facilities. Upon the
occurrence of an event of default, the lenders could elect to declare all amounts outstanding, together with accrued
interest, to be immediately due and payable. If the payment of any such indebtedness is accelerated, our assets may
not be sufficient to repay in full the indebtedness under our credit facilities and our other indebtedness. Moreover, if
we were unable to repay amounts owed to the lenders under our credit facilities, the lenders could foreclose on our
assets that secure the indebtedness.

Under the terms of our current indebtedness, the occurrence of a change of control of infoUSA could have serious
adverse financial consequences to us.

If a change of control of infoUSA were to occur, we would in certain circumstances be required to make an offer
to purchase all outstanding Notes under the Indenture at a purchase price equal to 101% of the principal amount of
the Notes, together with accrued and unpaid interest. There can be no guarantee that, if this were to happen, we would
have sufficient funds to purchase the Notes. In addition, a change of control and any repurchase of the Notes upon a
change of control may constitute an event of default under our other current or future credit facilities. In that event,
our obligations under such credit facilities could be declared due and payable by the lenders, and the lenders may also
have the right to be paid for all outstanding obligations under such credit facilities before we repurchase any of the
Notes. »

Fluctuations in our operating results may result in decreases in the market price of our common stock.

Our operating results may fluctuate on a quarterly and annual basis. Our expense levels are relatively fixed and
are based, in part, on our expectations as to future revenues. As a result, unexpected changes in revenue levels may
have a disproportionate effect on operating performance in any given period. In some period or periods our operating
results may be below the expectations of public market analysts and investors. Our failure to meet analyst or investor
expectations could result in a decrease in the market price of our common stock.

If we do not adapt our products and services to respond to changes in technology, they could become obsolete.

We provide marketing information and services to our customers in a variety of formats, including printed
formats, electronic formats such as CD-Rom and DVD, and over the Internet. Advances in information technology
may result in changing customer preferences for products and product delivery formats. If we do not successfully
adapt our products and services to take advantage of changes in technology and customer preferences, our business,
financial condition and results of operations would be adversely affected.

We have adopted an Internet strategy because we believe that the Internet represents an important and rapidly
evolving market for marketing information products and services. Our business, financial condition and results of
operations would be adversely affected if we:
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o Fail to develop products and services that are well suited to the Internet market;

o Experience difficulties that delay or prevent the successful development, introduction and marketing of these
products and services; or

> Fail to achieve sufficient traffic to our Internet sites to generate significant revenues, or to successfully
implement electronic commerce operations.

Changes in laws and regulations relating to data privacy could adversely affect our business.

We engage in direct marketing, as do many of our customers. Certain data and services provided by us are subject
to regulation by federal, state and local authorities in the United States as well as those in Canada and the United
Kingdom. In addition, growing concerns about individual privacy and the collection, distribution and use of
information about individuals have led to self-regulation of such practices by the direct marketing industry through
guidelines suggested by the Direct Marketing Association and to increased federal and state regulation. There is
increasing awareness and concern among the general public regarding marketing and privacy concerns, particularly
as it relates to the Internet. This concern is likely to result in new laws and regulations. Compliance with existing
federal, state and local laws and regulations and industry self-regulation has not to date seriously affected our
business, financial condition or results of operations. Nonetheless, federal, state and local laws and regulations
designed to protect the public from the misuse of personal information in the marketplace and adverse publicity or
potential litigation concerning the commercial use of such information may increasingly affect our operations. This
could result in substantial regulatory compliance or litigation expense or a loss of revenue.

Our business would be harmed if we do not successfully integrate future acquisitions.

Our business strategy includes continued growth through acquisitions of complementary products, technologies or
businesses. We have made fourteen acquisitions since mid-1996 and completed the integration of these acquisitions
into our existing business by the end of 2001. We continue to evaluate strategic opportunities available to us and
intend to pursue opportunities that we believe fit our business strategy. Acquisitions of companies, products or
technologies may result in the diversion of management's time and attention from day-to-day operations of our
business and may entail numerous other risks, including difficulties in assimilating and integrating acquired
operations, databases, products, corporate cultures and personnel, potential loss of key employees of acquired
businesses, difficulties in applying our internal controls to acquired businesses, and particular problems, liabilities or
contingencies related to the businesses being acquired. To the extent our efforts to integrate future acquisitions fail,
our business, financial condition and results of operations would be adversely affected.

ITEM 7A. Quantitative and Qualitative Disclosures About Market Risk

The Company is not exposed to material future earnings or cash flow exposures from changes in interest rates on
long-term debt as the majority of the Company's debt is at fixed rates. At December 31, 2001, the fair value of the
Company's long-term debt is based on quoted market prices at the reporting date or is estimated by discounting the
future cash flows of each instrument at rates currently offered to the Company for similar debt instruments of
comparable maturities. At December 31, 2001, the Company had long-term debt with a carrying value of $225.7
million and estimated fair value of approximately $222.6 million. The market risk is estimated as the potential
decrease in fair value of the Company's long-term debt resulting from a hypothetical increase of 10% in the rates
currently offered to the Company. An increase in interest rates would result in approximately a $3.3 million decrease
in fair value of the Company's long-term debt.
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ITEM 8. Financial Statements and Supplementary Data

The information required by this item (other than selected quarterly financial data which is set forth below) is
incorporated by reference to the Consolidated Financial Statements included elsewhere in this Form 10-K. The following
table sets forth selected financial information for each of the eight quarters in the two-year period ended December 31, 2001.
This unaudited information has been prepared by the Company on the same basis as the consolidated financial statements and
includes all normal recurring adjustments necessary to present fairly this information when read in conjunction with the
Company's audited consolidated financial statements and the notes thereto.

Statement of
Operations Data:

Net sales (6) .oeveeremrecrrcenecrrverccane
Costs and expenses:
Database and production

Selling, general and
administrative ..o crerrccrrcrenane
Depreciation and
amortization ..........ccoceeevveerecnnnen
Impairment of assets(1)...
Acquisition costs (2).........
Non-cash stock compensatiol
Litigation settlement charges(3) ..
Restructuring charges(4)...............
Operating income (loss) .
Other income (expense), net.........
Income (loss) from continuing
operations before income taxes,
extraordinary item and
cumulative effect of a change
in accounting principle..............
Income tax eXpense.......oovvvrreeneene
Income (loss) from continuing
operations before
extraordinary item and
cumulative effect of a change
in accounting principle..............
Discontinued operations, net of
AX(S5) creeererrcrererer et s
Cumulative effect of accounting
change, net of tax (6)...c..ccccco....
Net income (10SS) .evvcrercreenennne

Basic earnings (loss) per share
from continuing operations........
Diluted earnings (loss) per share
from continuing operations.......
Basic earnings (loss) per
Share ..ocvevcreiccc e
Diluted earnings (loss) per
share ...
Weighted average shares
outstanding — basic ......cccoerreemnes
Weighted average shares
outstanding — diluted...........c.......

2001 Quarter Ended 2000 Quarter Ended
March June September December March June September December
31 30 30 3L il 30 30 3L

$73,853 $70,909 $68,498 $75,478 $81,521 $77,669 $76,076 $ 70,402
21,387 19,526 19,032 20,935 25,683 25,676 26,027 24,444
27,261 26,682 26,341 32,118 37,244 40,039 35,801 36,638
12,733 12,189 11,736 11,469 12,158 13,490 13,123 13,424
-- -- -- - - -- - 2,135

- -- -- 493 1,380 821 86 --

77 225 146 -- 1,222 1,685 1,229 (1,023)

-- - -- 1,104 -- - -- --

876 767 2.989 267 -- -- -- 5,800
11,519 11,520 8,254 9,092 3,834 (4,042) (190) (11,016)
(6.729) (6.268) (5,146) (5.907) (3.877) 7.396 (5.187) (2.805)
4,790 5,252 3,108 3,185 43) 3,354 (5,377) (13,821)
2.936 3,047 | 2.874 2,514 247 1.364 1,141 (1.433)
1,854 2,205 234 671 (290) 1,990 (6,518) (12,388)
.- - -- - (1,004) 611) (733) (1,813)

-- -- -- -- (10.266) -- -- --

$1,854 2,205 $234 $ 671 $(11.560) $ 1,379 $ (7,251 14,201
$ 004 0.05 $ 0.00 $ 0.01 $(0.01) $ 0.04 $(0.13) $(0.24)
$ 0.04 $ 0.05 § 0.00 $ 0.01 $(0.0D $ 0,04 $(0.13) $(0.24)
$ 0.04 $ 0.05 $ 0.00 $ 0.01 $(023) $0.03 $(0.14) $(0.28)
$ 004 $ 0.05 $ 0.00 0.01 0.23 $0.03 $(0.14) $ (0.28)
50,60 50,571 50,571 50,891 49,610 49,900 50,751 50,858
50,609 50,571 50,587 50,903 49,610 49,928 50,751 50,858




2001 Quarter Ended 2000 Quarter Ended

March June September December Mareh June September December
31 30 30 3t 3 30 30 31
Statement of
Operations Data:
As a Percentage of Net Sales:
NEt SAlES .ovevrriereririrceresieerescrriceernncnerans 100% 100% 100% 100% 100% 100% 100% 100%
Costs and expenses:
Database and production costs................. 29 28 28 28 32 33 34 35
Selling, general and administrative.......... 37 38 39 43 46 52 47 52
Depreciation and amortization...... 17 17 17 15 15 i7 17 i9
Impairment of assets ............ - -- - - - - -- 3
Acquisition CostS.....cvrivrrnnn -- -- - 1 2 1 -- -
Non-cash stock compensation .. -- - - - 2 2 2 (N
Litigation settlement charges ... - -- -- 1 -- -- -- --
Restructuring charges ........... 1 1 __ 4 -- -- -- -- 8
Operating income (loss).... . 16 16 12 12 5 %) - (16)
Other income (expense), net.....c..corveeneen. (9) 9 (8) (8) 3) 10 (7 4)
Income (loss) from continuing
operations before income
taxes, discontinued operations and
cumulative effect of a change in
accounting prinCiple .....covvevveervccrrecnrenn, 7 7 4 4 - 4 (7 (20)
Income taxes 4 4 4 _3 - 1 2 (2)
Income (loss) from continuing operations
before discontinued operations and
cumulative effect of a change in
accounting prinCiple .....cocovvcerecercecrneen, 3 3 -- 1 -- 3 9 (17
Discontinued operations,
NEE OF tAX Lovorcr e - -- - - ¢)] (D (1) 3
Cumulative effect of accounting change,
NEt O 18X oo - - = - 13) -- - -
Net income (1oSS) ...overcrvcninieniieeienen 3% 3% __ =% __ 1% 4% 2% 101% 20)%

(1) During 2000, the Company recorded a write-down of $2.1 million for certain capitalized software development costs, fixed assets
related to the abandoned infoPTX business photograph project, as well as proposed public offering and leasehold improvement costs of
infoUSA.com, a subsidiary of the Company.

(2) Includes the following acquisition costs: 1) $0.5 million associated with the acquisition and integration of Polk City Directories (2001),
2) $1.8 million for the attempted acquisition of the consumer database division of R.L. Polk and $0.5 million related to the acquisitions
of idEXEC, American Church Lists and Getko Direct Response (2000).

(3) During 2001, the Company settled legal issues totaling $1.1 million in connection with arbitration of two contractual disputes.

(4) During 2001, the Company recorded the following restructuring charges: 1) $2.3 million severance costs for approximately 265
employees terminated during 2001, and 2) lease termination costs of $2.6 million associated with the infoUSA.com Foster City,
California location.

During 2000, the Company recorded charges of $2.1 million severance for approximately 350 employees terminated during December
2000 and lease termination costs of $3.7 million associated with the infoUSA.com Foster City, California location.

(5) During December 2000, the Company discontinued the operations of its VideoYellowPages.com Internet unit and recorded a loss
during 2000 of $4.2 million, net of tax. The loss is comprised of two components: 1) the loss of its results of operations of $3.4 million,
net of tax for the full fiscal year, and 2) charges totaling $0.8 million, net of tax, for asset impairments. The loss from this discontinued
operation for 1999 was $1.5 million, net of tax.

(6) During 2000, the Company changed its revenue recognition method for data licensing revenue. Effective January 1, 2000, the
Company began to recognize revenue on data license arrangements on a straight-line basis. This change in method was made because a
growing proportion of such license revenue is from long-term and continuous access agreements. The Company believes the newly
adopted method of accounting better reflects the service commitment inherent in its various license agreements. The cumulative effect
of the change in method of $10.3 million, is net of income tax benefit of $3.5 million, for the year ending December 31, 2000. The
accompanying interim financial information for 2000 has been restated to recognize revenues according to the newly adopted method
as of January 1, 2000. The change in revenue recognition for data licensing revenue resulted in an increase (decrease) of $623 thousand,
$(1.2) million, $255 thousand and $940 thousand for the quarters ending March 31, June 30, September 30 and December 31, 2000,
respectively.
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ITEM 9. Changes in and Disagreemenis with Accountants on Accounting and Financial Disciosure
None
PART IT1

ITEM 18. Direciors and Executive Officers of the Registrant

The required information regarding Directors of the registrant is incorporated by reference to the information
under the caption "Nominees for Election at the Annual Meeting" and "Incumbent Directors whose Terms of Office
Continue After the Annual Meeting" in the Company's definitive proxy statement for the Annual Meeting of
Stockholders to be held on May 3, 2002,

The required information regarding Executive Officers of the registrant is contained in Part I of this Form 10-K.

The required information regarding compliance with Section 16(a) of the Securities Exchange Act is incorporated
by reference to the information under the caption "Section 16(a) Beneficial Ownership Reporting Compliance" in the
Company's definitive proxy statement for the Annual Meeting of Stockholders to be held on May 3, 2002.
ITEM 11. Executive Compensation

Incorporated by reference to the information under the captions “Board Compensation,” "Executive
Compensation," "Report of the Compensation Committee," and "Certain Transactions” in the Company's definitive
proxy statement for the Annual Meeting of Stockholders to be held on May 3, 2002.
ITEM 12. Security Ownership of Certain Beneficial Owners and Management

Incorporated by reference to the information under the caption "Security Ownership" in the Company's definitive
proxy statement for the Annual Meeting of Stockholders to be held on May 3, 2002.

ITEM 13. Certain Reiationships and Related Transactions

Incorporated by reference to the information under the captions "Certain Transactions" in the Company's
definitive proxy statement for the Annual Meeting of Stockholders to be held on May 3, 2002.
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PART IV
ITEM 14. Exhibits, Financial Statement Schedules and Reports on Form 8-K
(a) The following documents are filed as a part of the Report:

1. Financial Statements. The following Consolidated Financial Statements of infoUSA Inc. and Subsidiaries
and Report of Independent Accountants are included elsewhere in this Form 10-K:

Description Page No.
infoUSA Inc. and Subsidiaries:
Independent AUditors’ REPOIL ......cevcomrioricercmverneerecrecereresmanmmesnecerceeseereessasnenee 40
Consolidated Balance Sheets as of December 31, 2001 and 2000.................... 41
- Consolidated Statements of Operations for the Years Ended

December 31, 2001, 2000 and 1999.....cccviirmrcmenienecriinenssesnsesesecsnnnnes 42
Consolidated Statements of Stockholders' Equity and Comprehensive Income

for the Years Ended December 31, 2001, 2000 and 1999 .........cccoveevecveeenenn 43

Consolidated Statements of Cash Flows for the Years Ended

December 31, 2001, 2000 and 1999.....ccoccorriniiaevreienreeneininreiariemsiseeicescrnneens
Notes to Consolidated Financial Statements : .
Independent Auditors’ Report on Financial Statement Schedule ...........c.cc...... 61

2. Financial Statement Schedule. The following consolidated financial statement schedule of infoUSA Inc.
and Subsidiaries for the years ended December 31, 2001, 2000 and 1999 is filed as part of this Report and should
be read in conjunction with the Consolidated Financial Statements.

Description Page No.
Schedule II Valuation and Qualifying Accounts...... 62

Schedules not listed above have been omitted because they are not applicable or are not required or the
information required to be set forth therein is included in the consolidated financial statements or notes thereto.

3. Exhibits. The following Exhibits are filed as part of, or incorporated by reference into, this report:

2.1 —  Asset Purchase Agreement between the Company and
Digital Directory Assistance, Inc. is incorporated
herein by reference to exhibits filed with the
Company's Current Report on Form 8-K dated
September 10, 1996.

!\)
[
l

Agreement and Plan of Reorganization between the
Company and the Shareholders of County Data
Corporation is incorporated herein by reference to
Exhibits filed with Company's Annual Report on
Form 10-K for the Fiscal Year Ended December 31,
1996.

2.3 — Agreement and Plan of Reorganization between the
Company and the Shareholders of 3319971 Canada
Inc. is incorporated herein by reference to
Exhibits filed with Company's Annual Report on
Form 10-K for the Fiscal Year Ended December 31,
1996.

2.4 — Agreement and Plan of Reorganization between the
Company and the Shareholders of Marketing Data
Systems, Inc. is incorporated herein by reference
to exhibits filed with the Company's Registration
Statement on Form S-3 (File No. 333-36669) filed
October 23, 1997.

2.5 —  Agreement and Plan of Reorganization between the
Company and the Shareholders of DBA Holdings, Inc.
is incorporated herein by reference to exhibits
filed with the Company's Current Report on Form
8-K dated February 28, 1997.

2.6 — Agreement and Plan of Reorganization between the
Company and the Shareholders of Pro CD, Inc. is
incorporated herein by reference to exhibits filed
with the Company's Current Report on Form 8-K
Dated September 8, 1997.
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2.7

2.8

29

3.1

3.2

3.3

4.1

4.2

44

4.5

4.6

4.7

4.8

Stock Purchase Agreement between the Company and
the Shareholders of Walter Karl, Inc. is

incorporated herein by reference to exhibits filed

with the Company's Current Report on Form 8-K
Dated February 24, 1998.

Asset Purchase Agreement between the Company and
JAMI Marketing Services, Inc. is incorporated

herein by reference to exhibits filed with the
Company's Annual Report on Form 10-K for the
Fiscal Year ended December 31, 1998.

Agreement and Plan of Reorganization by and among
the Company, Hugo Acquisition Corporation, First
Data Corporation, First Data [nformation
Management Group, Inc., DM Holdings, Inc.,
Donnelley Marketing Holdings, Inc., and Donnelley
Marketing, Inc. is incorporated herein by

reference to exhibits filed with the Company's
Current Report on Form 8-K dated May 28, 1999.

Certificate of Incorporation, as amended through
October 22, 1999, is Incorporated herein by
reference to exhibits filed with Company's
Registration Statement on Form 8-A, as amended,
filed March 20, 2000.

Bylaws are incorporated herein by reference to the
Company's Registration Statement on Form S-1 {File
No. 33-42887), which became effective February 18,
1992.

Amended and Restated Certificate of Designation of
Participating Preferred Stock, filed in Delaware

on October 22,1999, is incorporated herein by
reference to exhibits filed with the Company's
Registration Statement on Form 8-A, as amended,
Filed March 20, 2000.

Preferred Share Rights Agreement is incorporated
herein by reference to the Company's Registration
Statement on Form 8-A, as amended, filed March 20,
2000.

Specimen of Common Stock Certificate is
Incorporated herein by reference to the exhibits
filed with the Company's Registration Statement on
Form 8-A, as amended), filed March 20, 2000.

Purchase Agreement dated June 12, 1998 between the
Company, BT Alex. Brown Incorporated, Goldman,
Sachs & Co. and Hambrecht & Quist LLC is
incorporated herein by reference to exhibits filed
with the Company's Quarterly Report on Form 10-Q
for the Quarter ended June 30, 1998.

Indenture dated as of June 18, 1998 (the
"Indenture") by and between the Company and State
Street Bank and Trust Company of California, N.A.,
as Trustee is incorporated herein by reference to
Exhibits filed with the Company's Quarterly Report
on Form 10-Q for the Quarter ended June 30, 1998.

Exchange and Registration Rights Agreement dated
as of June 18, 1998 by and among the Company and
BT Alex. Brown Incorporated, Goldman, Sachs & Co.
and Hambrecht & Quist LLC as the Initial

Purchasers is incorporated herein by reference to
Exhibits filed with the Company's Quarterly Report -
on Form 10-Q for the Quarter ended June 30, 1998.

Form of New 9 4% Senior Subordinated Note due
2008 is incorporated herein by reference to
exhibits filed with the Company’s Registration
Statement on Form S-4 (File No. 333-61645), filed
December 15, 1999.

Credit Agreement by and among infoUSA, Inc.,
various Lenders (as defined therein) and Bank
of America, N.A. dated as of March 6, 2002,
filed herewith.
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4.9 — Pledge Agreement by and among infoUSA, Inc.,
various Lenders (as defined therein) and Bank
of America, N.A. dated as of March 6, 2002,
filed herewith.

\

1 4.10 —  Security Agreement by and among infoUSA, Inc.,

l various Lenders (as defined therein) and Bank

‘ of America, N.A. dated as of March 6, 2002,
filed herewith.

‘ 4.11 — Subsidiaries Guaranty Agreement by and among
infoUSA, Inc., various Lenders (as defined therein) and
Bank of America, N.A. dated as of March 6, 2002 ,
filed herewith.

10.1 — Form of Indemnification Agreement with Officers
and Directors is incorporated herein by reference
to exhibits filed with the Company's Registration
Statement on Form S-1 (File No. 33-51352), filed
August 28, 1992.

10.2 — 1992 Stock Option Plan as amended is incorporated
herein by reference to exhibits filed with the
Company's Registration Statement on Form S-8 (File
No. 333-37865), filed October 14, 1997.

10.3 — 1997 Stock Option Plan as amended is incorporated
herein by reference to exhibits filed with the
Company's Registration Statement on Form S-8 (File
No. 333-82933), filed July 15, 1999.

10.4 — Employment Agreement dated February 11, 1997
between the Company and Allen F. Ambrosino,
incorporated herein by reference to exhibits filed
with the Company’s Annual Report on Form 10-K
for the Year ended December 31, 2001.

10.5 — Amended and Restated Database License Agreement
between Donnelley Marketing, Inc. and First Data
Resources, Inc. dated as of July 23, 1999 is
incorporated herein by reference to exhibits filed
with the Company's Quarterly Report on Form 10-Q
for the Quarter ended June 30, 1999.

10.6 — Covenant not to compete by First Data Corporation
to infoUSA Inc. dated as of July 23, 1999 is
incorporated herein by reference to exhibits filed
with the Company's Quarterly Report on Form 10-Q
for the Quarter ended June 30, 1999.

18.1 —  Preferability Letter from KPMG to the Company dated
March 30, 2001, incorporated herein by reference to
exhibits filed with the Company’s Annual Report on
Form 10-K for the Year ended December 31, 2001.

21.1 — Subsidiaries and State of Incorporation, filed
herewith.

23.1 — Consent of Independent Accountants, filed
herewith.

24.1 — Power of Attorney, filed herewith.

(b) Reports on Form 8-K:

No reports on Form 8-K have been filed during the quarter ended December 31, 2001.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has duly
caused this Report to be signed on its behalf by the undersigned, thereunto duly authorized.

infoUSA INC.

By: /s/ STORMY L. DEAN
Stormy L. Dean
Chief Financial Officer
(principal accounting and financial

officer)
Dated: March 27, 2002

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, this Annual Report
on Form 10-K has been signed below by the following persons on behalf of the Registrant and in the capacities and
on the dates indicated.

Signature Title Date
/s/ VINOD GUPTA Chairman of the Board and Chief March 27, 2002
Vinod Gupta Executive Officer (principal
executive officer)
/s/ STORMY L. DEAN Chief Financial Officer March 27, 2002
Stormy L. Dean (principal accounting officer

and principal financial officer)

/s/J. ROBERT KERREY Director March 27, 2002
J. Robert Kerrey

/s/ ROB S. CHANDRA Director March 27, 2002
Rob S. Chandra

/s/ CYNTHIA H. MILLIGAN Director March 27, 2002
Cynthia H. Milligan

{s/ GEORGE F. HADDIX Director March 27, 2002
George F. Haddix

{s/ ELLIOT S. KAPLAN Director March 27, 2002
Elliot S. Kaplan

/s HAROLD ANDERSEN Director March 27, 2002

Harold Andersen

/s/ PAUL A. GOLDNER Director March 27, 2002
Paul A. Goldner
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- INDEPENDENT AUDITORS' REPORT

The Stockholders and Board of Directors
infoUSA Inc.:

We have audited the accompanying consolidated balance sheets of infoUSA Inc. and subsidiaries as
of December 31, 2001 and 2000, and the related consolidated statements of operations,
stockholders' equity and comprehensive income, and cash flows for each of the years in the three-
year period ended December 31, 2001. These consolidated financial statements are the
responsibility of the Company's management. Our responsibility is to express an opinion on these
consolidated financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the consolidated financial statements are free of material misstatement. An
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the
consolidated financial statements. An audit also includes assessing the accounting principles used
and significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material
respects, the financial position of infoUSA Inc. and subsidiaries as of December 31, 2001 and 2000,
and the results of their operations and their cash flows for each of the years in the three-year period
ended December 31, 2001, in conformity with accounting principles generally accepted in the
United States of America.

As discussed in Note 2 to the consolidated financial statements, during 2000 the Company changed
its method of accounting for data licensing arrangements sold with updates.

{sf KPMG LLP
KPMG LLP

Omaha, Nebraska

January 18, 2002, except
as to the third paragraph
of Note 8 which is March
6, 2002
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infoUSA INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
(In thousands, except share and per share amounts)

ASSETS December 31,  December 31,
2001 2000
Current assets:
Cash and cash equivalents, including restricted cash of $20,511 in 2000 ......... $ 4,382 $ 21,693
Marketable SECUFTIES ...vivvrivvieereeeierite ettt sr e er st bbb et eneenens 1,037 102
Trade accounts receivable, net of allowances of $4,670 and
$4,724, TESPECHIVELY .viiereriiin e et 44,890 58,501
List brokerage trade accounts receivable .. ...coocorvnnincenneciiee e 16,992 13,499
Income taxes receivable ......c..cccoovvveneene. — 4,267
Prepaid expenses........... 6,861 6,067
Deferred MCOME TAXES. .....oveverrerriirieeeeiiiesiessiarsinseesssssesssesriasssersereisasssasessssaens 1,251 —
Deferred marketing COSTS ..voiviimiiriiiinrirrrreie et vaesisae s e esaareseassearsassrsnns 2,058 2,469
Total current assets...... 77.471 106,598
Property and equipment, net . 51,640 54,709
Intangible SSELS, NMEL ..ccoviir it rcenree st cenerenseeresnreae et necenenereces 284,675 296,060
OMRET BSSBLS ..euvcererrrerriennrirererereresereesssensetseeareressneneseracssesesearasaneresesarsinsresesensecersens 5.302 6,178
$ 419.088 $ 463,545
LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:
Current portion of [ong-term debt........oo e $ 19,770 $ 17,779
ACCOUNES PAYVADIE «..ceviriercert ettt sesa e e oee 7,760 11,484
List brokerage trade accounts payable........c.ccooveiiiiiiiniiinn i 15,031 13,981
Accrued payroll expenses .........c...... 7,891 7,458
Accrued expenses............. 9,240 14,828
Income taxes Payable ... 4,030 —
Deferred INCOME LAXES..u.viiiiieieieereriee st creress e s sse s s nsenes — 1,688
Deferred revenue.............. 17,419 19.437
Total current liabilities ........... 81,141 86,655
Long-term debt, net of current portion ... 205,900 240,873
Deferred INCOME tAXES........vvireeereeiees et sttt b e ssssen s sseens 27,250 29,953
DEfErTed FEVENUE ..ioviviei ittt ettt b s er e e sr st bt asrterereen 9,000 12,000
MINOTTEY INEEIEST ...veritrierries ettt et e — 3,092
Stockholders' equity:
Preferred stock, $.0025 par value. Authorized 5,000,000
shares; none issued Or QULSTANAING........ccovvericorcerinree et ereees — —
Common stock, $.0025 par value. Authorized 295,000,000
shares; 51,850,339 shares issued and 50,891,248 shares
outstanding at December 31, 2001 and 51,519,872 shares
issued and 50,520,620 outstandmg at December 31,2000 ....ccocooovviiircerinnne 130 129
Paid-in capltal ..... ST P UV OO PR URUTTUUURON 93,551 96,539
Retained CArnINGS ... ccvveveverrecreirreirerirreeeseaicorenrene et s scons e are e ses e nissearaee 11,801 6,837
Treasury stock, at cost, 959,091 shares held at December
31, 2001 and 999,252 shares held at December 31, 2000 ......cc..cooveiirniernnnn. (7,028) (7,271)
Notes receivable from officers....... e . (1,296) —
Unamortized stock compensation ....... e (4,543)
Accumulated other comprehensive loss . (1.361) (721)
Total stockholders' qUILY ...ovvovecieciiiecccc e 95,797 90,970
Commitments and contingencies
$ 415,088 £ 463,545

See accompanying notes to consolidated financial statements.
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infoUSA INC. SUBSIDIARIES

CONSOQOLIDATED STATEMENTS OF QPERATIONS
(In thousands, except per share amounts)

For the years ended
December 31, December 31, December 31,
2001 2060 1999
NEE SAIES .ttt ettt $ 288,738 $ 305,668 $ 265,853
Costs and expenses:
Database and production costs (excluding non-cash stock
compensation expense of $19 for year ended
December 31, 2000) .....coooviviviiiieiiicncni e 80,880 101,831 78,644
Selling, general and administrative (excluding
non-cash stock compensation expense
of $448 and $3,094 for years ended December 31, 2001 and

2000, reSPECtIVELY ). ivviieerererescerieriensersase s srneaevasassssseeeseemnee 112,402 149,721 108,435
Depreciation and amortization 48,127 52,195 34,933
Impairment of assets............ — 2,135 5,599
ACQUISTHION COSES .evuviirivinienmrirrierreniscrererecscnte ettt sencee 493 2,287 4,166
Non-cash stock COMPEnsation ........c..ccoeoveerriercieeeerorericns 448 3,113 —
Restructuring charges................ 4,899 5,800 —
Provision for litigation settlement............c.ccccevvnccrcninncne 1,104 — —

248.353 317.082 231,777
Operating inCOmME (10SS) ..c.cvvverrveercrereeericerennicnmienrrerensnansesensees 40,385 (11,414) 34,076

1 Other income (expense):
4 INVESTMENT INCOME....cveeieriicricreiireerecee et e e e eerr e naens 953 1,250 14,196
l Interest expense............. (25,285) (26,651) (18,579)

Minority interest 282 6,294 —_

Gain on issuance of subsidiary stock — 14,634 8,886
Income (loss) from continuing operations before

income taxes, extraordinary item and cumulative

effect of change in accounting principle........ccoeoomrricrveereenn 16,335 (15,887) 38,579
INCOME AX EXPENSE cucoveriiriieieriieiareeeresciit s meresasrosene 11,371 1,320 14,047
Income (loss) from continuing operations before

extraordinary item and cumulative effect of

a change in accounting principle.....c.covnennnicnnininnicreen 4,964 (17,207) 24,532
Discontinued operation:

Loss from discontinued operations, net of tax .........cc.cecenees — (3,389) (1,474)

Loss on disposal of discontinued operations, net of tax ........ — (771) —
Extraordinary item, net 0f taxX .......ccccovermmriccnecnienrnrcecenns — — 128
Cumulative effect of a change in accounting principle,

NEE O TAX ©ovoirircrecrere s — (10,266) —
Net income (loss). $ 4964 $ (31,633) § 23,186
Basic earnings (loss) per share:

Income (loss) from continuing OPELAtions ......v.evererreecreess $ 0.10 $ (034 $ 0.51

Loss on discontinued operation

and abandonment of subsidiary ..........ccoceevinicrirereenecrenn. — (0.08) (0.03)
Change in accounting principle.. — (0.21) —
Net income (10S8).....coeverreeererriennnes $ 0.10 $ 048
Weighted average shares outstanding..........c.ocoveereervvnrevericnns 50.651 50,304 48,470

Diluted earnings (loss) per share:

Income (loss) from continuing OPerations ......c..cvccevververvenns $ 0.10 $ (034 $ 0.51

Loss on discontinued operation

and abandonment of subsidiary ............. — (0.08) (0.03)
Change in accounting principle.. — (0.21) —
Net income (1088)....coevverireenreceerene b 0.10 §  (0.63) b 0.48
Weighted average shares outstanding ........c.ccoeovevneniecennae 50,651 50,304 48,613

Pro forma amounts assuming the new revenue recognition
method is applied retroactively for net income (loss)
from continuing operations:
Basic earnings (10ss) per Share .......c.cocecrvcerivernenrecsseniens $ 043
Diluted earnings (loss) per share

See accompanying notes to consolidated financial statements.
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infoUSA INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY
AND COMPREHENSIVE INCOME
for the years ended December 31, 1999, 2000, and 2001
(In thousands, except share amounts)

Notes Accumulated Total
Unamortized Receivable Other Stock-
Common Paid-In Retained  Treasury Stock for Comprehensive  holders’
Stock Capital Earnings Stock Compensation  Officer Stock  Income (Loss) Equity
Balances, December 31, 1998.......cocvvivvivnene $ 124 § 72476 § 15284 $ (2,951) $ — $ — $ 3,314 $ 88,247
Comprehensive income:
Net INCOME tiiiiiiiiiiier et er s — — 23,186 — — — — 23,186
Foreign currency translation .
AdJUSTMENLS .. cercereeerecrrceccercnr e — — — — — — (641) (641)
Change in unrealized gain, net of tax — — — — — — (3.314) (3.314)
Total comprehensive income .........ccvveernana. — — — — — — — 19.231
Issuance of 1,096,288 shares of common ]
SEOCK 11ttt e e 3 7,771 — — — — — 7,774
Issuance of 78,510 shares of treasury
stock for Company's match of 401(k) plan
CONLITDULION et ccerccennanns — 160 — 334 — - — 494
Tax benefit related to employee stock
OPLONS v ercereerecerernresricicareeereseannens — 1,618 — — — — : — 1,618
Acquisition of treasury stock .... — — e (6.553) — — — (6.553)
Balances, December 31, 1999.........ccccovennnnn. 127 82,025 38,470 (9,170) — — (641) 110,811
Comprehensive loss:
NELLOSS wvernrivrrirrenreescereerinrisreeceereseseeananns — —_ (31,633) — — — — (31,633)
Foreign currency translation adjustments — — — — — — 27) 27
Change in unrealized gain, net of tax ............. — — — — — — (53) (33)
Total comprehensive income .....oooceeevvennnn, — — — — — — — (31.7113)
Issuance of 800,324 shares of common
SEOCK s ceemetas et er et cb s 2 6,227 — — — — — 6,229
Issuance of 330,238 shares of treasury
stock for Company's match of 401(k) plan
CONLEIDULION 1ovv v cerie et — 66 — 1,899 — — — 1,965
Tax benefit related to emplovee stock
options — 221 — — — — — 221
Capital contribution by principal stockholder .. — 140 — — — — — 140
Amortization of stock compensation ................ — — _ — 2,559 — — 2,559
Unamortized stock compensation ... — 7,860 — — (7.102) — — 758
Balances, December 31, 2000..........cecveveeinnnnn. 129 96,539 6,837 (7.271) (4.543) — (721) 90.970
Comprehensive income:
NELINCOME .vievevivereeeer et ee e — — 4,964 — — — — 4,964
Change in unrealized loss, net of tax — — — — — — (640) (640)
Total comprehensive income ......c.covenee. — — 4,964 — — — (640) 4,324
Issuance of 320,000 shares of common stock .
in connection with stock option exercises...... 1 1,279 — — — (1,280) — —
Interest on notes receivable........cvciiiiniiennins — — — — —_ (16) — (16)
Issuance of 40,161 shares of treasury
stock for Company's match of 401(k) plan
CONIBULION ooviiitiieiieee e e, — (123) — 243 — — — 120
Capital withdrawal by principal stockholder.... — (49) — — — — — (49)
Unamortized stock compensation (4.095) — — 4,543 — — 448
Balances, December 31, 2001 ..o $93551 § 11,801 § (7,028) $ — $ (1.296) § (1,361) $ 95797

See accompanying notes to consolidated financial statements.
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infoUSA INC, AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
{(In thousands)

For the years ended
December 31, December 31, December 31,
2001 2000 1999

Cash flows from operating activities:
Net inCOme (I0SS) e viierierimeremeereeerianiiniinerenranseresssecsisesseeenens $ 4,964 $ (31,633) $ 23,186
Adjustments to reconcile net income to net cash
provided by operating activities:

Depreciation and amortization ... 48,127 52,195 35,109
Amortization of deferred financing fees .....cooovvvvircccnvcrncnnne 1,494 1,285 1,362
Deferred income taxes (5,644) (5,938) (2,528)
Net realized gains on sale of marketable securities
and Other INVESIMENTS .....cvivieernrercrcorrenenereersr e — — (12,920)
Gain on issuance of subsidiary stock .....cococovvricnicrireninninnns — (14,634) (8,886)
Non-cash stock option compensation expense.. 448 3,113 —
Non-cash 401(k) contribution in common stock... 120 1,965 —
Tax benefit related to employee stock Options......c..ocevcrcuninns — 221 1,618
Non-cash acquiSition COSS ......oerirrrnrcerr it — 615 —
Minority interest in loss
of consolidated subsidiary .........coovcececereinriinni e (282) (6,294) —
Impairment of Other @SSEtS.......c.ccvnrinieniinirercren e — 2,135 5,599
Non-cash withdrawal by principal shareholder...........coceeni (49) — —
Non-cash interest earned on notes from officers... (16) — —
Cumulative effect of accounting change......c.ccoocevvniiicnnne — 13,709 —
Changes in assets and liabilities, net of
effect of acquisitions:
Trade accounts receivable .......o.vvviveieiciinrieie e 15,368 8,706 (13,224)
List brokerage trade accounts receivable . (3,493) 3,235 1,097
Prepaid eXPenses. . e e ienriinriereereereiereenar s saeeeresescsesenes 198 (4,763) 3)
Deferred marketing CoSIS .....oeamerreerecorcarermmreronsierceersconiees 411 488 1,408
Accounts payable........coccoviiiiiicnien . (4,221) 3,028 (1,850)
List brokerage trade accounts payable ..... . 1,050 (2,394) (2,193)
Income taxes receivable and payable, net ........cccconcncnncen 8,297 (5,966) 7,086
Accrued expenses and deferred revenue .........cooooceviirccneian. (12.223) 17,078 (3.866)
Net cash provided by operating activities ...........ccoevcnians 54,549 36,151 30,995
Cash flows from investing activities:
Proceeds from sales of marketable securities..............oocervereane. — — 32,106
Purchases of marketable securities (1,032) (32) (4,184)
Purchase of other investments............ — — (1,000)
Purchases of property and equipment ..........cccoveveioncninnnnne (5,876) (9,150) (9,048)
Acquisitions of businesses and minority interests,
net of cash aCUITEd ..c.crvriricercrirerin s e (22,738) (8,751) (206,968)
Database development costs. — (99) 577
Software development costs............... (2.382) (11.459) (10.400)
Net cash used in investing activities.......ccocrvvriverircncnnes (32.028) (29.491) (200.071)
Cash flows from financing activities:
Repayment of long-term debt ..., (41,931) (22,299) (13,540)
Proceeds from long-term debt ...c.ocvvveiiinnns 2,437 — 165,000
Proceeds from sale of subsidiary common stoc 22,845 10,000

Deferred fiNANCing COStS ...oerrrerorrerscrsirren N (338) (559) (3.989)

Acquisition of treasury stock......ocovenn. — — (6,553)
Repurchase of Senior Subordinated Notes — — (8,370)
Proceeds from exercise of stock options.......... — 4,200 7,771
Net cash provided by (used in) financing activities............. (39.832) 4,187 150.319
Net increase (decrease) in cash and cash equivalents .. (17,311) 10,847 (18,757)
Cash and cash equivalents, beginning of year ...... 21.693 10,846 29,603
Cash and cash equivalents, end of year........ccccovrvnceniinncannee 3 4382 § 21,693 $ 10846
Supplemental cash flow information:
Interest Paid ..o $ 24588 $ 25939 $ 18299
[NCOME tAXES PAIA o.evvcvverrecerierierrie et g 8,230 8 8,116 $_ 7,047

See accompanying notes to consolidated financial statements.
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infoUSA INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1. General

infoUSA Inc. and its subsidiaries (the Company) provide business and consumer marketing information products
and data processing services throughout the United States, Canada and the United Kingdom. These products include
customized business lists, business directories and other information services.

2. Summary of Significant Accounting Policies

Principles of Consolidation. The consolidated financial statements include the accounts of the Company and its
subsidiaries. All significant intercompany accounts and transactions have been eliminated in consolidation.

Cash Equivalents. Cash equivalents, consisting of highly liquid debt instruments that are readily convertible to
known amounts of cash and when purchased have an original maturity of three months or less, are carried at cost
which approximates fair value.

Marketable Securities. Marketable securities have been classified as available-for-sale and are therefore carried at
fair value, which are estimated based on quoted market prices. Unrealized gains and losses, net of related tax effects,
are reported as other comprehensive income within the statement of stockholders' equity until realized. Unrealized
and realized gains and losses are determined by specific identification. When management determines that a decline
in the value of marketable investment securities is other-than-temporary, the impairment loss is recorded as realized
in income and the book value of the investment is reduced.

List brokerage trade accounts receivable and trade accounts payable. For all list brokerage services, the
Company serves as a broker between unrelated parties who wish to purchase a certain list and unrelated parties who
have the desired list for sale. Accordingly, the Company recognizes trade accounts receivable and trade accounts
payable, reflecting a “gross-up” of the two concurrent transactions. The transactions are not structured providing for
the right of offset. List brokerage sales are reflected net of costs on the accompanying consolidated statement of
operations.

Advertising Costs. Direct marketing costs associated with the mailing and printing of brochures and catalogs are
capitalized and amortized over a period of six months which corresponds to the estimated revenue stream of the
individual advertising activities. All other advertising costs are expensed as the advertising takes place. Total
unamortized marketing costs at December 31, 2001 and 2000, was $2.1 million and $2.5 million, respectively. Total
advertising expense for the years ended December 31, 2001, 2000, and 1999 was $12.2 million, $31.8 million, and
$21.0 million, respectively.

Property and Equipment. Property and equipment (including equipment acquired under capital leases) are stated
at cost and are depreciated or amortized primarily using straight-line methods over the estimated useful lives of the
assets, as follows:

Building and improvements ..o, 30 years
Office furniture and equipment. 7 years
Computer equipment ................ . 3 years
Capitalized equipment 1€ases .........ccooervcomnrvcieaniniinae 5 years

Intangibles. Intangible assets are stated at cost and are amortized using the straight-line method over the estimated
useful lives of the assets, as follows:

GOodWill ..o, 7 to 20 years
Distribution networks..... . 2 years
Noncompete agreements ......cc..co.cc... Term of agreements
Purchased data processing software.. . 2 to 7 years
Database COStS ...oocvniiicniinecneninne . 1 to 5 years

Core technology costs 3 years
Customer base costs ... 3to 15 years
Tradename COSS .c...covmrvirivnrecerieriens 10 to 20 years
Perpetual software license agreement ... 10 years
Software development costs............. 1to 5 years
WOTKFOrCE COSES .ceriviiiiiiiiiircereeciecrine et 5 to 8 years




Goodwill resulting from acquisitions of businesses and minority interests after June 30, 2001, are not subject to
amortization in accordance with the requirements of Statement of Financial Accounting Standard (SFAS) No. 142,
Goodwill and Other Intangible Assets.

Softiware Capitalization. Until technological feasibility is established, software development costs are expensed as
incurred. After that time, direct costs are capitalized and amortized equal to the greater of the ratio of current
revenues to the estimated total revenues for each product or the straight-line method, generally over one year for
software developed for external use and over two to five years for software developed for internal use. Unamortized
software costs included in intangible assets at December 31, 2001 and 2000, were $5.8 million and $10.2 million,
respectively. Amortization of capitalized costs during the years ended December 31, 2001, 2000 and 1999, totaled
approximately $7.0 million, $10.6 million, and $5.1 million, respectively. During 2000, the Company recorded an
impairment of $0.2 million on the unamortized balance of certain data warehousing project costs.

Database Development Costs. Costs to maintain and enhance the Company's existing business and consumer
databases are expensed as incurred. Costs to develop new databases, which primarily represent direct external costs,
are capitalized with amortization beginning upon successful completion of the compilation project. Database
development costs are amortized straight-line over the expected lives of the databases generally ranging from one to
five years. Unamortized database development costs included in intangible assets at December 31, 2001 and 2000,
were $10 thousand and $73 thousand, respectively. Amortization of capitalized costs during the years ended
December 31, 2001, 2000, and 1999 totaled approximately $63 thousand, $151 thousand, and $796 thousand,
respectively. During 2000, the Company recorded an impairment of $0.8 million on the unamortized balance of the
Company’s infoPix database.

Long-lived assets. All of the Company's long-lived assets are reviewed for impairment whenever events or
changes in circumstances indicate that the carrying amount may not be recoverable. If the sum of the expected future
cash flows is less than the carrying amount of the asset, an impairment loss is recognized in operating results. The
impairment loss is measured using discounted cash flows or quoted market prices, when available. The Company also
periodically reevaluates the remaining useful lives of its long-lived assets based on the original intended and expected
future use or benefit to be derived from the assets. Changes in estimated useful lives are reflected prospectively by
amortizing the remaining book value at the date of the change over the adjusted remaining estimated useful life.
During 2000, the Company recorded impairments totaling $1.1 million for certain infoUSA.com leasehold
improvements, infoUSA.com capitalized public offering costs, and for certain equipment related to the infoPix
business photograph project.

Revenue Recognition. The Company's revenue is primarily generated from the sale of its products and services
and the licensing of its data to third parties. Revenue from sales lead and directory products are recognized when the
product is shipped. Revenue for consumer products sold through retail distribution channels are recognized when
shipped, net of a reserve for product returns. Database and data processing services are recognized and billed on a
time and materials basis as services are rendered. During 2000, the Company changed its method of accounting for
data licensing arrangements sold with updates to record revenue on a straight-line basis over the license term. This
newly adopted method of accounting better reflects the service commitment inherent in the Company’s licensing
agreements in light of the growing proportion of such licensing revenue from long-term and continuous access
agreements. The cumulative effect of the change in method for periods prior to January 1, 2000 of $10.3 million (net
of income taxes of $3.5 million), or $.21 per share, is shown as the cumulative effect of a change in accounting
principle in the accompanying 2000 Consolidated Statement of Operations. The change to a more preferable revenue
recognition method increased fiscal year 2000 revenues by $609 thousand. The quarterly supplemental data for 2000
has been restated to recognize revenues according to the newly adopted method as of January 1, 2000. Assuming the
above described revenue recognition policy had been implemented on January 1, 1999, pro forma net sales and pro
forma net income from continuing operations in 1999 would have been decreased by $4.4 million and $1.9 million,
respectively.

Reserves are established for estimated returns and uncollectible amounts on sales of product where the customer
has the right of return. Royalty revenue is recognized at the time it is earmned under the Company’s license
agreements. Advertising revenue is typically derived from advertising agreements in which the Company receives a
fixed fee or a fee based on a per impression or click through basis and is recognized as the Company fulfills the terms
of the agreement. Revenue from revenue-sharing agreements is recognized after the transaction has occurred and in
the period the obligation to pay is reported by the product or service provider.

Change in Ownership Interest - Gains or losses from a change in ownership of a consolidated subsidiary, or an
unconsolidated affiliate are recognized in the consolidated statements of operations in the period of change.
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Stock-based compensation. The Company and its subsidiaries account for its employee stock options using the
intrinsic value method. When both the number of shares that an individual employee is entitled to receive and the
option price are known at the grant date, total compensation cost for the Company’s grant of stock options to
employees is measured at the grant date. Compensation cost is recognized as expense over the periods in which the
employee performs the related services, which is generally presumed to be the vesting period.

Compensation cost for stock options and warrants granted to non-employees and vendors is measured based upon
the fair value of the stock option or warrant granted. When the performance commitment of the non-employee or
vendor is not complete as of the grant date, the Company estimates the total compensation cost using a fair value
method at the end of each period. Generally, the final measurement of compensation cost occurs when the non-
employee or vendors related performance commitment is complete. Changes, either increases or decreases, in the
estimated fair value of the options between the date of the grant and the final vesting of the options result in a change
in the measure of compensation cost for the stock options or warrants. Compensation cost is recognized as expense
over the periods in which the benefit is received.

Income Taxes. Income taxes are accounted for under the asset and liability method. Deferred tax assets and
liabilities are recognized for the future tax consequences attributable to differences between the financial statement
carrying amounts of existing assets and liabilities and their respective tax bases and operating loss and tax credit
carryforwards. Deferred tax assets and liabilities are measured using enacted tax rates expected to apply to taxable
income in the years in which those temporary differences are expected to be recovered or settled. The effect on
deferred tax assets and liabilities of a change in tax rates is recognized in income in the period that includes the
enactment date. Valuation allowances, if any, are established when necessary to reduce deferred tax assets to the
amount that is more likely than not to be realized.

Derivative Instruments and Hedging Activities. In June 1998 the Financial Accounting Standards Board (FASB)
issued Statement of Financial Accounting Standards (SFAS) No. 133, “Accounting for Derivative Instruments and
Certain Hedging Activities.” In June 2000 the FASB issued SFAS No. 138, “Accounting for Certain Derivative
Instruments and Certain Hedging Activity, an Amendment of SFAS 133.” SFAS No. 133 and SFAS No. 138 require
that all derivative instruments be recorded on the balance sheet at their respective fair values. SFAS No. 133 and
SFAS No. 138 are effective for all fiscal quarters of all fiscal years beginning after June 30, 2000; the Company
adopted SFAS No. 133 and SFAS No. 138 on January 1, 2001. In accordance with the transition provisions of SFAS
133, the Company recorded a net-of-tax cumulative-effect-type adjustment of $0.3 million in accumulated other
comprehensive income to recognize at fair value the Company’s interest rate swap which was designated as a cash-
flow hedging instrument.

All derivatives are recognized on the balance sheet at their fair value. On the date the derivative contract is
entered into, the Company designates the derivative as either a hedge of the fair value of a recognized asset or
liability or of an unrecognized firm commitment (“fair value” hedge) or a hedge of a forecasted transaction or the
variability of cash flows to be received or paid related to a recognized asset or liability (“cash flow” hedge). The
Company formally assesses, both at the hedge’s inception and on an ongoing basis, whether the derivatives that are
used in hedging transactions are highly effective in offsetting changes in fair values or cash flows of hedged items.
When it is determined that a derivative is not highly effective as a hedge or that it has ceased to be a highly effective
hedge, the Company discontinues hedge accounting prospectively.

Changes in the fair value of a derivative that is highly effective and that is designated and qualifies as a cash-flow
hedge are recorded in other comprehensive income, until earnings are affected by the variability in cash flows of the
designated hedged item.

Earnings (Loss) Per Share. Basic eamings per share are based on the weighted average number of common
shares outstanding, including contingently issuable shares. Diluted earnings per share are based on the weighted
number of common shares outstanding, including contingently issuable shares, plus dilutive potential common shares
outstanding (representing outstanding stock options).

The following data show the amounts used in computing earnings per share and the effect on the weighted
average number of shares of dilutive potential common stock. In 2001, the exercise price of all outstanding options
were higher than the average market price of the underlying common stock and were therefore not dilutive. Options
on 242 thousand shares of common stock were not included in computing diluted earnings per share for 2000 because
their effects were antidilutive, due to the Company’s net loss in 2000.
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For the years ended
December 31, December 31, December 31,
2001 2000 1999
(In thousands)

Weighted average number of shares outstanding

used in basic EPS . 50,651 50,304 48,470
Net additional common equivalent shares

outstanding after assumed exercise of stock

OPLIONS oot — — 143
Weighted average number of shares outstanding
used in diluted EPS ..o 50,651 50,304 48,613

Use of Estimates. The preparation of consolidated financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that affect the reported amounts of
assets and liabilities and disclosure of contingent assets and liabilities at the date of the consolidated financial
statements and the reported amounts of revenues and expenses during the reporting period. Actual results could differ
from those estimates.

New Accounting Standards. In June 2001, the Financial Accounting Standards Board issued SFAS No. 141,
“Business Combinations,” which requires all business combinations initiated after June 30, 2001 to be accounted for
using the purchase method.

In June 2001, the Financial Accounting Standards Board also issued SFAS No. 142, “Goodwill and Other Intangible
Assets”. This statement:

o replaces the requirement to amortize goodwill and certain other intangible assets with an annual impairment
test, and .

o requires an evaluation of the useful lives of intangible assets and an impairment test for goodwill upon
adoption.

Goodwill and intangible assets with indefinite lives that result from acquisitions of businesses and minority interests
after June 30, 2001, are not subject to amortization under the provisions of SFAS 142. The provisions of this statement
are fully effective for fiscal years beginning after December 15, 2001, so the Company must adopt the provisions of
SFAS 142 in the financial statements for the quarter ended March 31, 2002. Beginning January 1, 2002, the Company
ceased the amortization of goodwill, the result of which is no further expense for the amortization of these intangible
assets in 2002 and future years. Goodwill resulting from transactions occurring after June 30, 2001, is also not
amortizable during 2001. Amortization expense related to goodwill and other intangible assets with indefinite lives and
not amortizable after January 1, 2002, were $16.5 million, $16.3 million and $10.9 million, in 2001, 2000 and 1999,
respectively. The Company has not yet completed the evaluation whether or not it has any impairment charges in our
consolidated financial statements that may result from the initial impairment test that is required upon adoption of SFAS
142. The Company expects to complete this initial impairment test within the first six months of 2002. We currently do
not expect to record an impairment charge upon completion of the initial impairment review. However, there can be no
assurance that at the time the review is completed a material impairment charge will not be recorded.

In October 2001, the Financial Accounting Standards Board also issued SFAS No. 144, “Accounting for the
Impairment or Disposal of Long-Lived Assets.” The provisions of this statement are effective for fiscal years beginning
after December 15, 2001. Therefore, the Company is required to adopt the provisions of SFAS No. 144 in its financial
statements for the quarter ended March 31, 2002. Management does not expect the adoption of this statement to
significantly impact the consolidated financial statements.

3. Acquisitions

Effective October 1, 2001, the Company purchased the business of Polk City Directories through an acquisition of
assets from Equifax. Polk City Directories provides printed reference guides listing business and residential
information, that will complement and expand our state and national directory product offerings. Total consideration
for the acquisition was $6.0 million in cash (excluding any acquisition-related costs). The acquisition has been
accounted for under the purchase method of accounting, and accordingly, the operating results of Polk City
Directories have been included in the Company's financial statements since the date of acquisition. The Company
has recorded goodwill of $4.4 million, in its preliminary purchase price allocation of the net assets acquired. The
purchase price allocation is subject to adjustment in 2002 when the opening balance sheet is finalized. The goodwill
resulting from this acquisition has not been amortized in the 2001 financial statements, in accordance with the
requirements of SFAS 142.
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Effective August 30, 2001, the Company purchased the minority interest of its subsidiary, infoUSA.com, through
the acquisition of assets. Total consideration for the acquisition was $24.7 million, comprised of $15.7 million of
restricted cash, $3.0 million cash provided by operations and a $6.0 million subordinated note, bearing 6% interest
and payable in two years. Intangible assets recorded as a result of the purchase include goodwill of $19.6 million.
The goodwill resulting from this acquisition has not been amortized in the 2001 financial statements, in accordance

with the requirements of SFAS 142.

Effective May 2000, the Company acquired certain assets and assumed certain liabilities of Getko Direct
Response of Canada ("Getko"), a Cendant Corporation company. Getko provides Canadian list and data processing
services for the direct marketing industry. Total consideration for the acquisition was $1.6 million. The acquisition
has been accounted for under the purchase method of accounting, and accordingly, the operating results of Getko
have been included in the Company's financial statements since the date of acquisition. Intangibles recorded as part of
the purchase included goodwill of $1.5 million, which is being amortized over 15 years.

Effective May 2000, the Company acquired certain assets and assumed certain liabilities of idEXEC, a Thomson
Financial company. idEXEC provides a worldwide database of 60,000 large businesses and 400,000 executives for
business-to-business prospecting, marketing, and research applications. Total consideration for the acquisition was
$7.3 million, consisting of $5.1 million in cash, and 391,000 shares of common stock at a recorded value of $2.2
million. The Company determined the fair value of its shares issued for the purchase using the average share price
for the Company’s common stock prior to and subsequent to the announcement date of May 2, 2000. The acquisition
has been accounted for under the purchase method of accounting, and accordingly, the operating results of idEXEC
have been included in the Company's financial statements since the date of acquisition. Intangibles recorded as part of
the purchase included goodwill of $8.4 million, which is being amortized over 15 years,

Effective March 2000, the Company acquired ali issued and outstanding common stock of American Church
Lists, a national proprietary database of religious institutions, organizations and affiliations. Total consideration for
the acquisition was $2.0 million. The acquisition has been accounted for under the purchase method of accounting,
and accordingly, the operating results of American Church Lists have been included in the Company's financial
statements since the date of acquisition. Intangibles recorded as part of the purchase included goodwill of $1.9
million, which is being amortized over 15 years.

Effective July 1999, the Company acquired all issued and outstanding common stock of Donnelley Marketing,
Inc. (Donnelley), a division of First Data Corporation. Donnelley is a national consumer database and database
marketing company. Total consideration for the acquisition was $200.0 million in cash, funded using a combination
of existing cash and borrowings under new senior secured credit facilities. The acquisition has been accounted for
under the purchase method of accounting, and accordingly, the operating results of Donnelley have been included in
the Company's financial statements since the date of acquisition. Goodwill and other intangibles recorded included
goodwill of $144.5 million, non-compete agreements of $6.1 million, trade names of $7.7 million, and purchased data
processing software of $64.1 million, which are being amortized over lives of 20 years, 5 years, 20 years, and 7 years,
respectively. In addition, as part of the purchase of Donnelley, the Company recorded accruals related to acquisition
costs and facility closure costs totaling $2.3 million. The Company subsequently paid all $2.3 million of these costs.
The amount of intangibles recorded by the Company exceeded the purchase price due to the Company recording
deferred taxes established for certain intangibles not currently deductible for tax purposes and an accrual related to
costs associated with the integration of acquired operations into existing operations.

Operating results for each of these acquisitions are included in the accompanying consolidated statements of
operations from the respective acquisition dates. Assuming the above described companies had been acquired on
January 1, 2000, included in the accompanying consolidated statements of operations, unaudited pro forma
consolidated net sales, net income (loss) and net income (loss) per share would have been as follows:

For the years ended
December 31, December 31,
2001 2000
(In thousands, except per share amounts)
(unaudited)

Net SAlES..oovriereerereccee e $ 318,187 $ 348,587
Net income (loss) from continuing

OPETALIONS c.vvcvevcviroenrcariceriannieaees $ 2,032 $ (31,652)
Basic earnings (loss) per share......... 8 0.04 §  (0.63)
Diluted earnings (loss) per share..... $ 0.04 $  (0.63)
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The pro forma information provided above does not purport to be indicative of the results of operations that
1 would actually have resulted if the acquisitions were made as of those dates or of results which may occur in the
future. Pro forma net income includes adjustments for amortization of intangible assets and income taxes.

4. Marketable Securities

At December 31, 2001 and 2000, marketable securities available for-sale consist of common stock and mutual
funds, which the Company believes cost approximates fair market value. For the years ended December 31, 2001
and 2000, there were no proceeds or realized gains (losses) from the sale of marketable securities. Proceeds from

sales of marketable securities were $32.1 million, while gross realized gains totaled $13.1 million and realized losses
totaled $0.2 million, for the year ended December 31, 1999.

5. Comprehensive Income (Loss)

The components of accumulated other comprehensive income (loss) were as follows:

For the vears ended

December 31, . December 31, December 31,
2001 2000 1999

(In thousands)
Other comprehensive income (loss):
Unrealized gain (loss) from investments:

Unrealized gains (10SS€S). .. vvveecrierecnronnunnonercees $ (268) § (85) $ (5,345
Related tax expense 102 32 2,031
NEE et cerceer s eereceresesecarisesenes (166) (53) (3.314)
Interest rate swap agreement:
GRINS (10SSES) cvovrrereeeriirrinrriensserecnrscnreemreresneresesene $  (850) — —
Related tax expense. 323 — —
Net o s (527) — —
Foreign currency translation adjustments.............. 668 668 641
i Accumulated other comprehensive income (loss) $ (1,361) $ (721) $ (3,955
6. Property and Equipment
December 31, December 31,
2001 2000
(In thousands)
Land and improvements..... $ 3,225 $ 3,334
Buildings and improvements 30,427 26,571
Furniture and equipment........ 61,666 58,028
Capitalized equipment 1€aSes ......cccccvcuvreenvinvierriareinine 15,592 15,080
110,909 103,013
Less accumulated depreciation and amortization:
OWIEed PrOPErtY ...cuimiccrrirciie et 53,101 44,311
Capitalized equipment leases ..... 6.168 . 3.993
Property and equipment, net .........ccococreeeruceennn $ 51,640 $ 54,709
7. Intangible Assets
Intangible assets consist of the following:
December 31, December 31,
2001 2000
(In thousands)
GOOAWIlL..cerceeiccercceer e, $ 264,494 $ 233,144
Noncompete agreements .....c..vvvecerceenecen 13,534 13,534
Core 1echnology ...cccccevevnvnvinrecencenenns 4,800 4,800
Customer base ... 8,372 8,372
Trade names .......cccovverivniiorecmnnnicnniennne 15,802 15,802
Purchased data processing software........ 73,478 73,478
Acquired database costs 19,000 19,000
Work force costs .....cocoveurrnrieninnees 1,338 1,338
Perpetual software license agreement..... 8,000 8,000
Software development costs............. 5,801 10,152
Database COStS .ocvvverierennn 10 73
Deferred financing costs ......c.ocoovemeerienee 10.894 10,557
425,523 398,250
Less accumulated amortization............... 140,848 102,190
$ 284,675 $ 296,060




8. Financing Arrangements

Long-term debt consists of the following:

December 31, December 31,
2001 2000
(In thousands)
9 1/2% Senior Subordinated NOtEs ......cccovcvervreeinreere e enrie e $ 106,000 $ 106,000
Senior Secured Credit Facilities — Term A Loan ........c.coovvevevvrvievieennn, 30,583 52,314
Senior Secured Credit Facilities — Term BLoan .........cccocevveevvecnrinnnnn, 68,488 84,455

Senior Secured Credit Facilities — Revolving Credit Facility............... — —
Mortgage note, collateralized by deed of trust. Note bears a

variable interest rate of Libor plus 2.75% . Principal is due

October 2006. Interest is payable monthly......c.cccovvvvicniciinninncen. 8,100 8,940
Mortgage note, collateralized by deed of trust. Note bears a

variable interest rate of Libor plus 2.50% . Principal is due .

August 2006. Interest is payable monthly .......ccco.oovievvinvererciccennn 2,359 —
Uncollateralized note payable for purchase of infoUSA.com minority

interest. Note bears a fixed interest rate of 6.0%. Principal is due

August 2003, Interest is payable monthly ..o, ’ 6,000 —
Uncollateralized note payable for leasehold improvements.

Note bears a fixed interest rate of 5.0%. Principal is due

September 2003. Interest is payable quarterly 433 433
Capital lease obligations (See Note 16} ...c.ccovvmiimivinninicncniniveniioian, 3,707 6,510
225,670 258,652

LSS CUITENT POTTION 1cer e iericieetcerctercarieenieanicnsiarsasreeresanessencosscenesassaes 19.770 17,779
Long-term debt ... s $ 205,900 $ 240.873

Future maturities by calendar year of long-term debt as of December 31, 2001 are as follows (in thousands):

§ 19,770
$ 26307
§ 18970
$ 42,937
$ 687
$ 116,998

On March 6, 2002, the Company refinanced the Senior Secured Credit facility administered by Deutsche Bank
" with Banc of America Securities, LLC. Under the refinanced Senior Secured Credit facility, the payment terms of the
Term Loans A and B were changed such that the total debt will be due in March 2006. Available borrowings under
the new Senior Secured Credit facility are $47.0 million for Term A with a maturity of 3 years, $45.0 million for
Term B with a maturity of 4 years and $18.0 million under a revolving credit facility with a maturity of 3 years. The
new payment terms are reflected in the accompanying consolidated balance sheet at December 31, 2001 and in the
preceding summary of long term debt. As of March 6, 2002, the Company had no borrowings under the new
Revolving Credit Facility, with the exception of two outstanding letters of credit totaling $6.3 million reducing the
availability under the Revolving Credit Facility to $11.7 million. In 2002, the Company wrote-off deferred financing
costs of $3.0 million in connection with the refinancing of these Senior Secured Credit facilities.

On June 18, 1998, the Company completed a private placement of 9 1/2% Senior Subordinated Notes due June
15, 2008 with an aggregate principal balance of $106.0 million. The Notes are subject to various covenants, including
among other things, limiting additional indebtedness and the ability to pay dividends. In January 1999, the Company
exchanged registered 9 1/2% Senior Subordinated Notes (the "Notes") -for the unregistered notes pursuant to a
Registration Statement on Form S-4 declared effective by the Securities & Exchange Commission. Interest on the
Notes will accrue from the original issuance date of the unregistered notes and will be payable semi-annually in
arrears on June 15 and December 15 of each year, commencing on December 15, 1998, at the rate of 9 1/2% per
annum. The Notes are redeemable, in whole or in part, at the option of the Company, on or after June 15, 2003, at
designated redemption prices outlined in the Indenture governing the Notes, plus any accrued interest to the date of
redemption. In the event of a change in control, each holder of Notes will have the right to require the Company to
repurchase such holder's Notes at a price equal to 101% of the principal amount thereof, plus any accrued interest to
the repurchase date.

During 1999, the Company negotiated a $195.0 million Senior Debt Credit Facility ("Credit Facility") borrowing
arrangement with Deutsche Bank, comprised of: Term Loan A Facility in the amount of $65.0 million which provides
for grid-based interest pricing based upon the Company's consolidated leverage ratio and ranges from base rate +
1.75% to 2.25% for base rate loans and from LIBOR + 2.75% to 3.25% for LIBOR loans with a maturity of 5 years; a
Term Loan B Facility in the amount of $100.0 million which provides interest at base rate + 3.00% for base rate loans
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and LIBOR + 4.00% for LIBCR loans with a maturity of 7 years; and a Revolving Credit Facility in the amount of
$30.0 million which provides the same interest pricing as the Term Loan A Facility with a maturity of 5 years.
Substantially all assets of the Company are pledged as security under the terms of the Credit Facility. As of
December 31, 2001, the Term Loan A Facility had balance of $30.6 million, with an interest rate of 5.25% and a
Term Loan B balance of $68.5 million, with an interest rate of 6.10%.

As of December 31, 2001, the Company had no borrowings under the Revolving Credit Facility, with the
exception of two outstanding letters of credit totaling $6.3 million reducing the availability under the Revolving
Credit Facility to $18.7 million. Additionally, the Company is required to pay a commitment fee of 0.5% on the
average unused amount of the Revolving Credit Facility.

Interest rate swap agreements are used by the Company to reduce the potential impact of increases in interest rates
on floating-rate long term debt (See Note 15).

The Company is subject to certain financial covenants in the Credit Facility, including minimum consolidated
interest coverage ratio, maximum consolidated leverage ratio and minimum consolidated EBITDA. Management
believes the Company is in compliance with or has obtained waivers for all restrictive covenants of the Company’s
various debt facilities.

9. Income Taxes

The provision for income taxes before extraordinary items consists of the following:

For the vears ended

December 31, December 31, December 31,
2001 2000 1999
(In thousands)
Current
Federal ......... $ 10,441 $ 4,843 $ 14,401
State .coooceneene 900 415 1,271
11,341 5,258 15.672
Deferred:
Federal . 28 (3,627) (2,308)
State .coeeeeene 2 311 (220)
30 (3.938) (2,528)
$ 11,371 $ 1,320 $ 13,144

The effective income tax rate for continuing operations varied from the Federal statutory rate as follows:

For the vears ended
December 31, December 31, December 31,
2001 2000 1999
(In thousands)

Expected Federal income taxes at statutory rate

OF33Y0 teeeeiri et e $ 5724 $ (5.560) $ 12,671
State taxes, net of Federal effects .....cocoveeevierienene 586 68 683
Amortization of nondeductible intangibles .............. 4,577 4,595 2,619
Gain on of subsidiary common stock....... . — (5,122) (3,110)
Change in valuation allowance.......... . — 6,805 —
OThET .ttt 484 534 281

$ 11,371 $ 1320 13,144
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The components of the net deferred tax assets (liabilities) were as follows:

December 31, December 31,
2001 2000
(In thousands)

Deferred tax assets:

Unrealized 10SS€S .ocoveviriinconinian, $ 425 $ 32
Accounts receivable. . 1,123 —
Accrued vacation ... . 1,158 1,066
Accrued expenses .... — 1,440
Net operating losses — 6.805
2,706 9,343
Less valuation allowance.....c..ccoccce.. — (6.805)
2.706 2.538
Deferred tax liabilities:
Intangible assetS....ovrvirioreieriiniannns (29,428) (30,074)
Accounts receivable — (293)
Depreciation.......ccc.ccencueean (1,464) (1,133)
Deferred marketing COStS ......oovcevcene (782) (938)
Prepaid expenses and other assets ..... (2.312) (1.743)
(33.986) (34.181)
Net deferred tax liabilities.......... $ (31,280) $ (31.643)

Loss on discontinued operations and cumulative effect of accounting change are presented net of income tax
benefits of $6.0 million for the year ended December 31, 2000.

The Company had a valuation allowance for deferred tax assets at December 31, 2000 of $6,805 and a change in
the valuation allowance of $6,805 for the year ended December 31, 2000. The Company had no valuation allowance
at December 31, 2001 or 1999. The entire valuation allowance related to net operating losses generated by a majority
owned subsidiary which was not included in the Company’s consolidated group for tax purposes. As discussed in
Note 3, the Company eliminated the minority interest of this subsidiary during 2001. The transaction resulted in the
net operating losses and related valuation allowance of the subsidiary being acquired by the minority shareholders. In
assessing the realizability of deferred tax assets, management considers whether it is more likely than not that some
portion or all of the deferred tax assets will not be realized. The ultimate realization of deferred tax assets is
dependent upon the generation of future taxable income during the periods in which those temporary differences
become deductible. Management considers the scheduled reversal of deferred tax liabilities, projected future taxable
income, carryback opportunities, and tax planning strategies in making this assessment. In order to fully realize the
deferred tax asset, the Company’s subsidiary will need to generate future taxable income prior to the expiration of the
net operating loss carryforwards. Based upon the level of historical taxable income and projections for future taxable
income over the periods which the deferred tax assets are deductible, management believes a valuation allowance of
$6.805 as of December 31, 2000 and an increase in the valuation allowance of $6,805 for the year ended December
31, 2000 is appropriate.

10. Steck Option Plans

As of December 31, 2001, a total of 10.0 million and 5.0 million shares of the Company's Common Stock have
been reserved for issuance to officers, key employees and non-employee directors under the Company's 1992 Stock
Option Plan and the Company's 1997 Common Stock Option Plan, respectively. Options are generally granted at the
stock's fair market value on the date of grant, vest generally over a four or five year period and expire five or six
years, respectively, from date of grant. Options issued to shareholders holding 10% or more of the Company's stock
have generally been issued at 110% of the stock's fair market value on the date of grant and vest over periods ranging
from five to six years with early vesting if certain financial goals are met. Certain options issued to directors at the
stock's fair market value vested immediately and expire five years from grant date.

The Company's partially-owned subsidiary, infoUSA.com, sponsored an Equity Incentive Plan in which shares of
common stock were reserved for issuance to officers, directors, employees and consultants of the subsidiary. Options
granted during 2000 totaled 3.3 million options, with a weighted average exercise price of $1.61. No options were
granted during 2001. The Company has recorded a non-cash charge of $0.4 million and $3.1 million during 2001 and
2000, respectively, related to the issuance of stock options and warrants of infoUSA.com common stock. The non-
cash charge was calculated based on an estimated fair value for the common stock of the subsidiary of $.96 per share
as of December 31, 2000. The charge was recorded as an addition to paid-in-capital. Options to purchase common
stock of the infoUSA.com subsidiary were effectively retired with the Company’s acquisition of the minority interest
during 2001. The Company reduced additional paid-in-capital and unamortized stock compensation by $4.2 million
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in connection with this transaction.

In October 2001, the company implemented a stock option program for certain executive employees whereby
fully vested options to purchase 320,000 shares of common stock were issued at fair value on the grant date. The
options were immediately exercised by the employees and, in lieu of cash for the exercise price, the Company
accepted full recourse notes receivable of $1.2 million from the employees for the exercise price. The notes
receivable bear interest at 5%. The grant of stock options has been accounted for using fixed plan accounting under
APB 25 because, in management’s view, the interest rates on the notes are at market rates, the employees have
sufficient personal assets to back the notes and the Company has the intent to exercise its recourse rights against the
employee’s personal assets in the event of a default.

The Company has adopted the disclosure-only provisions of Statement of Financial Accounting Standard (SFAS)
No. 123 "Accounting for Stock-Based Compensation." Accordingly, no compensation cost has been recognized for
the stock option plan. Had compensation cost for the Company's stock option plan been determined based on the fair
value at the grant date, the Company's net income (loss) and earnings (loss) per share would have been reduced to the
pro forma amounts indicated below:

For the vears ended

December 31, December 31, December 31,
2001 2000 1999
(En thousands, except per share amounts)
Net income (105s) — as reported .....ooevveeververnnnrconcerinnns $ 4964 $(31,633) $ 23,186
Net income (108s) — pro forma .........ccocoevrrvereccrcernnrennnne $ 2,902 $(34,220) $ 20,176
Basic earnings (loss) per share — as reported.........cucee.... $ o010 $ (0.63) $ 0.48
Basic earnings (loss) per share — pro forma ..........ccoeen... § 0.06 $ (0.68) $ 0.42
Diluted earnings (loss) per share — as reported ............... § o010 $ (0.63) $ 0.48
Diluted earnings (loss) per share ~— pro forma ..........cc..... $ 006 $ (0.68) $ 0.42

The above pro forma results are not likely to be representative of the effects on reported net income for future
years since options vest over several years and additional awards generally are made each year.

The fair value of the weighted average of each year's option grants is estimated as of the date of grant using the
Black-Scholes option-pricing model with the following assumptions used for grants in 2001, 2000 and 1999:
expected volatility of 12.34% (2001), 10.26% (2000) and 9.51% (1999); risk free interest rate based on the U.S.
Treasury strip yield at the date of grant; and expected lives of 4 to 6 years.

The following information relates to options to purchase the Company’s common stock:

December 31, 2001 December 31, 2000 December 31, 1999
Weighted Weighted Weighted
Average Exercise Average Exercise Average Exercise
Shares Price Shares Price Shares Price

Outstanding beginning of

PELIOd .. 7,129,381 $ 8.66 7,921,134 $ 874 7,094,036 § 933
Granted .....oovcveercerseninrecen e 2,268,000 7.38 852,100 6.85 - 2,697,335 6.57
EXErCised ..c.oovvercoineerninciniecnrenieanas (320,000) 4.00 (409,224) 10.32 (1,322,298) 6.84
Forfeited/expired .......coccorvmvrnenrcnee (2.529.979) 8.41 1,234.629) 7.97 _(547.939) 10.57
Outstanding end of period................ 6,547,402 3 854 7,129,381 §_ 866 7,921,134 3 874
Options exercisable at end of

Period. ..o 3,748,173 3 913 4,389,852 § 9.03 3,453,689 $ 913
Shares available for options

that may be granted.......cccooeevcnnee. _4,306,948 1,14 5 139,938
Weighted-average grant date .

fair value of options,

granted during the period

— exercise price equals

stock price at grant.......cooccnirnn $ - g - § 166
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The following table summarizes information about stock options outstanding at December 31, 2001:

Options Quistanding Options Exercisable
Weighted-
Average Weighted- Weighted-
Remaining Average Average
Number Contractual Exercise Number Exercise
Range of Exercise Prices Qutstanding Life Price Exercisable Price

$4.28 t0 $5.70 ..... 208,000 3.1 years $ 5.08 97,784 $ 5.08
$5.70t0 $7.13 ..... 2,485,964 3.0 years 6.56 1,203,743 6.39
$7.13t0 $8.55 ..... 1,881,937 3.1 years 8.50 649,434 8.47
$8.55t0 $9.98 ..... 4,000 0.2 years 9.38 4,000 9.38
$9.98t0 $11.40 ....... 1,345,501 0.4 years 10.72 1,234,807 10.69
$11.40t0$12.83 160,000 1.3 years 12.04 145,410 12.02
$12.83 t0 $14.25 462,000 1.2 years 13.37 412,995 13.41
$4.28 10 $14.25 i, 6,547,402 2.4 vears § 854 3,748,173 $ 9,13

11. Savings Plan

Employees who meet certain eligibility requirements can participate in the Company’s 401(k) Savings and

Investment Plan. Under the plan, the Company may, at its discretion, match a percentage of the employee

. contributions. The Company recorded administration expenses for matching contributions totaling $1.8 million, $2.4
million and $1.1 million in the years ended December 31, 2001, 2000 and 1999, respectively.

During 1999, the Company began making matching contributions to its 401(k) Plan using treasury stock.
Contribution expense is measured as the fair value of the Company’s common stock on the date of the grant. During
2001, the Company contributed 40,161 shares at a recorded value of $120 thousand. During 2000, the Company
contributed 335,999 shares at a recorded value of $2.0 million. During 1999, the Company contributed 78,510 shares
at a recorded value of $494 thousand. In 2000, the Company made a change allowing the matching contributions to
be made in either cash or stock.

12, Related Party Transactions

Annapurna Corporation, which is 100% owned by Mr. Gupta, who is the Chairman and Chief Executive Officer
of the Company, has fractional ownership in certain aircraft with NetJets. Annapurna Corporation bills the Company
when the Company’s employees and officers use the aircraft. The Company paid a total of $2.1 million, $2.0 million
and $3.5 million in 2001, 2000 and 1999, respectively, 1o Annapurna Corporation for usage of the aircraft and other
travel and entertainment expenses. The Company also paid Annapurna Corporation $49 thousand in 2001 for costs
related to Polk City Directory acquisition. These costs were capitalized.

The Company paid Everest Investment Management $120 thousand in 2001 for rented office space in a building
adjacent to the Company’s facility and $500 thousand in 1999 for investment advisory fees on certain transactions.
Everest Investment Management is 40% owned by Mr. Gupta.

Mr. Gupta also paid for Company expenses totaling $129 thousand in 2001and $140 thousand in 2000 related to
entertainment and investment management services. The 2000 expenses were recorded as a contribution of capital.
During 1999, Mr. Gupta received a loan for $2.6 million, which was repaid with interest shortly after the borrowing.

In 2001, the Company invested $1 million in the Everest® Fund, a blend of three index funds (S&P 500, Dow
Jones and Nasdaq 100). Everest Funds Management LL.C manages the fund. Mr. Gupta, who is the Chairman and
Chief Executive Officer of the Company, owns 100% of the voting stock in Everest Funds Management LLC.

During 2001, the Company acquired a building adjacent to the Company’s facility by assuming a mortgage from
Everest Investment Management, which is 40% owned by Mr. Gupta. The purchase price for the building was $2.8
million.

55




13. Supplemental Cash Flow Information

The Company made certain acquisitions during 2001, 2000 and 1999 (See Note 3) and assumed liabilities as

follows:
2001 2000 1999
(In thousands)
Fair value of assets......... $ 30,804 § 14460 $ 247,201
Cash paid oo (22,738) (8,751)  (206,968)
Common stock issued.... — (2.248) —
Liabilities assumed........ $ 8156 § 3461 $_ 40,233

The Company acquired computer equipment under capital lease obligations totaling $512 thousand and $3.2
million, in the years ended December 31, 2001 and 2000, respectively.

14. Fair Value of Financial Instrumemnts
The following table presents the carrying amounts and estimated fair values of the Company's financial
instruments at December 31, 2001 and 2000. The fair value of a financial instrument is defined as the amount at

which the instrument could be exchanged in a current transaction between willing parties.

The carrying amounts shown in the following table are included in the consolidated balance sheets under the
indicated captions.

December 31, 2001 December 31, 2000
] Carrying Carrying
Amount Fair Value Amount Fair Value

(amounts in thousands)
Financial assets:

Cash and cash equivalents ...... $ 4,382 $ 4,382 $ 21,693 $ 21,693

Marketable securities............. 1,037 1,037 102 102

Other assets — nonmarketable

investment securities ............ 4,124 4,124 3,000 3,000

Financial liabilities:

Long-term debt .......ccovrene. 225,670 222,630 258,652 203,498
Derivatives:

Interest rate SWaps.......coccereeene (2,252) (2,252) — (522)

‘ The following methods and assumptions were used to estimate the fair value of each class of financial
b instruments:

) Cash and cash equivalents. The carrying amounts approximate fair value because of the short maturity of those
] instruments.

Marketable securities. The fair values of debt securities and equity investments are based on quoted market prices
at the reporting date for those or similar investments.

Other assets, including investments in other companies. Investments in companies not traded on organized
exchanges are valued on the basis of comparisons with similar companies whose shares are publicly traded. Values
for companies not publicly traded on organized exchanges may also be based on analysis and review of valuations
performed by others independent of the Company.

Long-term debt. The 9 1% Senior Subordinated Notes due June 2008 are valued based on quoted market prices at
the reporting date. All other debt obligations are valued at the discounted amount of future cash flows.

Interest rate swap. The fair value of the interest rate swap was calculated based on discounted cash flows of the
difference between the swap rate and the estimated market rate for similar terms.

15. Derivative Instruments and Hedging Activities

The Company has an interest-rate related derivative instrument to manage its exposure on its debt instruments.
The Company does not enter into derivative instruments for any purpose other than cash flow hedging purposes.
That is, the Company does not speculate using derivative instruments.

By using derivative financial instruments to hedge exposures to changes in interest rates, the Company exposes
itself to credit risk and market risk. Credit risk is the failure of the counterparty to perform under the terms of the
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derivative contract. When the fair value of a derivative contract is positive, the counterparty owes the Company,
which creates credit risk for the Company. When the fair value of a derivative contract is negative, the Company
owes the counterparty and, therefore, it does not possess credit risk. The Company minimizes the credit risk in
derivative instruments by entering into transactions with high-quality counterparties whose credit rating is higher than
Aa.

Market risk 1s the adverse effect on the value of a financial instrument that results from a change in interest rates.
The market risk associated with interest-rate contracts is managed by establishing and monitoring parameters that
limit the types and degree of market risk that may be undertaken.

The Company assesses interest rate cash flow risk by continuaily identifying and monitoring changes in interest
rate exposures that may adversely impact expected future cash flows and by evaluating hedging opportunities. The
Company maintains risk management control systems to monitor interest rate cash flow risk attributable to the
Company’s outstanding debt obligations as well as the Company’s offsetting hedge positions. The risk management
control systems involve the use of analytical techniques, including cash flow sensitivity analysis, to estimate the
expected impact of changes in interest rates on the Company’s future cash flows.

The Company uses variable-rate debt to finance its operations. The debt obligations expose the Company to
variability in interest payments due to changes in interest rates. Management believes it is prudent to limit the
variability of a portion of its interest payments. To meet this objective, management has entered into an interest rate
swap agreement to manage fluctuations in cash flows resulting from interest rate risk. These swaps change the
variable-rate cash flow exposure on the debt obligations to fixed- cash flows. Under the terms of the interest rate
swaps, the Company receives variable interest rate payments and makes fixed interest rate payments, thereby creating
the equivalent of fixed-rate debt.

Changes in the fair value of interest rate swaps designated as hedging instruments that effectively offset the
variability of cash flows associated with variable-rate, long-term debt obligations are reported in Accumulated Other
Comprehensive Income. These amounts subsequently are reclassified into interest expense as a yield adjustment of
the hedged debt obligation in the same period in which the related interest affects earnings.

Interest expense for the year ended December 31, 2001 includes $0.6 million of net losses representing cash flow
hedge ineffectiveness arising from differences between the critical terms of the interest rate swap and the hedged debt
obligation when it affects earnings.

As of December 31, 2001, $0.5 million of deferred losses on derivative instruments accumulated in other
comprehensive income are expected to be reclassified to earnings during the next 12 months. Transactions and
events expected to occur over the next twelve months that will necessitate reclassifying these derivative gains to
earnings include the repricing of variable-rate debt.

16. Commitments and Contingencies
Under the terms of its capital lease agreements, the Company is required to pay ownership costs, including taxes,
licenses and maintenance. The Company also leases office space under operating leases expiring at various dates

through April 2011. Certain of these leases contain renewal options. Rent expense on operating lease agreements was
$5.2 million, $6.5 million, and $4.6 million in the years ended December 31, 2001, 2000 and 1999, respectively.

Following is a schedule of the future minimum lease payments as of December 31, 2001:

Capital Operating
(In thousands)

$ 2,882 $ 6369

1,173 5,242

37 3,306

— 2,282

— 1,600

Total future minimum lease payments 4,092 $ 18,799
Less amounts representing interest................. 385
Present value of net minimum lease payments....... $ 3707

The Company and its subsidiaries are involved in other legal proceedings, claims and litigation arising in the
ordinary course of business. Management believes that any resulting liability should not materially affect the
Company's financial position, results of operations, or cash flows.
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17. Acquisition Costs, Litigation Settlement charges, Asset Impairment and Restructuring Charges

During 2001, the Company recorded acquisition costs totaling $0.5 million, representing general and
administration costs incurred to integrate the Polk City Directories acquisition. These costs were not directly related
to the acquisition of Polk City Directories and therefore could not be capitalized as part of the purchase price.

During 2001, the Company recorded restructuring charges of $4.9 million due to a lease termination agreement
and charges related to workforce reductions. On July 30, 2001, infoUSA.com, a subsidiary of the Company,
negotiated a lease termination agreement for the abandoned Foster City, California facility, and paid $4.7 million to
satisfy the remaining eight year term of the lease agreement. As a result, the Company recorded additional charges of
$2.8 million for costs of the lease settlement not previously recorded. The Company also recorded $2.1 million for
workforce reduction charges that included involuntary employee separation costs for approximately 265 employees
discharged during 2001, in administration, sales support and marketing functions.

During 2001, the Company settled legal issues totaling $1.1 million in connection with arbitration of two
contractual disputes.

During 2000, the Company recorded acquisition costs totaling $2.3 million. The Company recorded charges of
$0.5 million related to the Company's acquisition of American Church Lists, idEXEC and Getko (see Note 3). These
charges represent general and administration costs incurred to integrate these acquired operations into the Company's
existing operations. These costs were not directly related to the acquisition of these companies, and therefore could
not be capitalized as part of the purchase price. Additionally, the Company recorded charges of $1.8 million
associated with the Company's unsuccessful bid to acquire the consumer database division of R.L. Polk.

During 2000, the Company recorded restructuring charges totaling $5.8 million as a part of the Company’s
overall strategy to reduce costs and continue commitment to its core businesses. The commitment to its core
businesses program included a reduction in the planned investment in the Company’s Internet businesses and a
reduction in total headcount from 2,200 to 1,841. The Company recorded a $3.7 million lease buy-out accrual for
abandoned space at the Foster City, California facility and $2.1 million for workforce reduction accruals. The
workforce reduction charges included involuntary employee separation costs for approximately 350 employees that
included charges of $0.8 million for employees in the Company’s Internet businesses, $0.7 million for employees of
the large business segment, $0.4 million for employees of the small business segment and $0.2 for administrative
employees. As of December 31, 2000, employees received cash severance payments totaling $0.3 million during
2000 with $1.8 million deferred and paid in 2001. At December 31, 2000, these deferred payments were classified in
the accompanying Consolidated Balance Sheets as accrued expenses.

During 2000, as a result of the Company’s strategy to increase the commitment to the core businesses and the
reduction in the investment to the Company’s Internet businesses, the Company recorded asset impairment charges
totaling $2.1 million. The impairment charges included $0.2 million (see Note 2) of capitalized software costs, $0.8
million (see Note 2) of capitalized database costs, and $1.1 million (see Note 2) for long-lived assets including
photography equipment, leasehold improvements and capitalized public offering costs.

As part of the acquisition of Donnelley Marketing in July 1999 (See Note 3), the Company recorded acquisition
costs of $4.2 million, which included consulting costs, management bonuses, direct travel and entertainment costs
and other direct integration-related charges.

During 1999, the Company recorded asset impairment charges totaling $5.6 million. As a direct result of the
acquisition of Donnelley in July 1999 (See Note 3) and the addition of the Donnelly consumer database file, the
Company recorded a write-down of $3.9 million (See Note 2) on the unamortized balance of the Company's existing
consumer database white pages file which was impaired due to the addition of the more complete Donnelley
consumer file. Additionally, the Company transferred its data processing services function from Montvale, NJ to an
existing Company location in Greenwich, CT. As a direct result of this move and the abandonment of certain
leasehold improvements and in-process construction projects, the Company recorded a write-down of $1.7 million
(See Note 2) on the remaining net book value of the impaired assets.
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18. Discontinued Operations

During December 2000, the Company shut down the operations of its VideoYellowPages.com Internet unit and
recorded a loss from discontinued operations in the year ended December 31, 2000 of $4.2 million, net of income tax
benefit of $3.5 million. The loss is comprised of two components: 1) the loss from operations of $3.4 million net of
tax, for the full fiscal year, and 2) charges totaling $0.8 million net of tax, for assets to be disposed of or abandoned
by the Company related to the discontinued operation. For the year ended December 31, 1999, the Company
recorded a loss from discontinued operations for VideoYellowPages.com of $1.5 million, net of income tax benefit of
$0.9 million. The Company began its operations of VideoYellowPages.com in late 1998.

19. Steck Combination and Steckholders Rights Plan

On October 21, 1999, the Company received shareholder approval to combine and reclassify its then outstanding
Class A common stock and Class B common stock into a single class of common stock. The combination had no
effect on the total number of shares outstanding, with each of the Company's Class A and Class B shares converted
on a one-for-one basis for the reclassified single class of common stock. Each share of stock is entitled to a single
vote. Accordingly, all share information included in the accompanying consolidated financial statements has been
restated to reflect the combination of Class A common stock and Class B common stock into one class of common
stock.

In connection with the combination and reclassification of its Class A common stock and Class B common stock
into a single class of common stock, the Company also combined the stockholder rights plans with respect to its Class
A common stock and Class B common stock into a single plan. The rights are not exercisable until ten days after a
person or group announces the acquisition of 15% or more of the Company's voting stock or announces a tender offer
for 15% or more of the Company's outstanding common stock. Each right entitles the holder to purchase common
stock at one half the stock's market value. The rights are redeemable at the Company's option for $0.001 per Right at
any time on or prior to public announcement that a person has acquired 15% or more of the Company's voting stock.
The rights are automatically attached to and trade with each share of common stock.

20. Gain on Issuance of Subsidiary Stock ‘

During 2000, infoUSA.com, a subsidiary of the Company, completed additional private equity financing. The
Company issued approximately 776 thousand shares of convertible preferred stock for approximately $2.7 million or
$3.42 per share. The Company also issued approximately 4.3 million shares of convertible preferred stock for
approximately $20.2 million or $4.66 per share. As a result of the issuance of the convertible preferred stock of this
subsidiary, the Company ownership in infoUSA.com went from 83% at December 31, 1999 to approximately 67% at
December 31, 2000, which resulted in a gain of $14.6 million.

During 1999, infoUSA.com issued approximately 2.9 million shares of convertible preferred stock for
approximately $10 million or $3.42 per share. As a result of the issuance of the convertible preferred stock, the
Company’s ownership in infoUSA.com went from 100% to approximately 83% and a gain of $8.9 million was
recorded. There were no deferred income taxes recorded due to the gain being a non-taxable transaction.

21. Segment Information

The Company currently manages existing operations utilizing financial information accumulated and reported for
two business segments. :

The small business segment principaily engages in the selling of sales lead generation and consumer CD-Rom
products to small to medium sized companies, small office and home office businesses and individual consumers.
This segment includes the sale of content via the Internet.

The large business segment principally engages in the selling of data processing services, licensed databases,
database marketing solutions and list brokerage and list management services to large companies. This segment
includes the licensing of databases for Internet directory assistance services. The small business and large business
segments reflect actual net sales, direct order production, and identifiable direct sales and marketing costs related to
their operations. The remaining indirect costs are presented as a reconciling item in Corporate Activities.

Corporate activities principally represent the information systems technology, database compilation, database
verification, and administrative functions of the Company. Investment income (loss), interest expense, income taxes,
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amortization of intangibles, and depreciation expense are only recorded in corporate activities. The Company does
not allocate these costs to the two business segments. The small business and large business segments reflect actual
net sales, direct order production, and identifiable direct sales and marketing-related costs related to their operations.
The Company records unusual or non-recurring items including acquisition-related and restructuring charges and
provisions for litigation settlement in corporate activities to allow for the analysis of the sales business segments
excluding such unusual or non-recurring charges.

The Company accounts for property and equipment on a consolidated basis. The Company's property and
equipment is shared by the Company's business segments. Depreciation expense is recorded in corporate activities.

The Company has no intercompany sales or intercompany expense transactions. Accordingly, there are no
adjustments necessary to eliminate amounts between the Company's segments.

The following tables summarize certain segment information:

For the year ended December 31, 2001

Small Large Corporate Consolidated
Business Business Activities Total
(In thousands)
NELSALES ...vvvrreiereirerte et e e $ 133,722 $ 155,016 $ — $ 288,738
Non-cash stock compensation . — — 448 448
ACqUISIION COSES..coveveeiirierccarcnen — — 493 493
Operating income (loss).. 60,447 81,149 (101,209) 40,385
Investment income... — — 953 953
INterest EXPense ..o ciienviiscieisccnense — — 25,285 25,285
Income (loss) before income taxes and
discontinued Operations.......ccuvvvererrrnrnnan 60,447 81,149 (125,261) 16,335
For the year ended December 31, 2000
Small Large Corporate Consolidated
Business Business Activities Total
(In thousands)
NEt SALES ...t $ 140,242 $ 165,426 $ — $ 305,668
Non-cash stock compensation e — 3,113 3,113
Impairment of @SS€LS ..o — — 2,135 2,135
Acquisition costs........ e — —_ 2,287 2,287
Restructuring charges .. — — 5,800 5,800
b Operating income (loss).. 32,397 75,527 (119,338) (11,414)
) InVestment INCOME ....cvvivraiicrvinriarirrinnnes e — 12,250 12,250
b INErest EXPEeNSe .uuvvvvvieriereiniiciinsieniinae — — 26,651 26,651
- Income (loss) before income taxes and
p discontinued operations .......c.o.ecvveveennnes 32,397 75,527 (123,811) (15,887)
For the vear ended December 31, 1999
Small Large Corporate Consolidated
Business Business Activities Total
(In thousands)
NEt SAIES c.vveviireeceireerereeree e rcn o $ 129,897 $ 135,956 $ — $ 265,853
Impairment of assets — — 5,599 5,599
Acquisition costs...... - — 4,166 4,166
Operating income (loss).. 61,668 55,898 (83,490) 34,076
Investment income........ — — 23,082 23,082
INLErESt EXPENSE «..cevevervemrrcrrirrerenrieererreresaans — — 18,579 18,579
Income (loss) before income taxes and
discontinued operations .........c.covvcvrennan. 61,668 55,898 (78,987) 38,579
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INDEPENDENT AUDITORS' REPORT ON FINANCIAL STATEMENT SCHEDULE

The Stockholders and Board of Directors
infoUSA Inc.

Under date of January 18, 2002, except as to the third paragraph of Note 8 which is March 6, 2002,
we reported on the consolidated balance sheets of infoUSA Inc. and subsidiaries as of December
31, 2001 and 2000, and the related consolidated statements of operations, stockholders' equity and
comprehensive income, and cash flows for each of the years in the three-year period ended
December 31, 2000, which are included in the Form 10-K. In connection with our audits of the
aforementioned consolidated financial statements, we also audited the related financial statement
schedule in the Form 10-K. This financial statement schedule is the responsibility of the Company's
management. Our responsibility is to express an opinion on this financial statement schedule based
on our audits.

In our opinion, such financial statement schedule, when considered in relation to the basic
consolidated financial statements taken as a whole, presents fairly, in all material respects, the
information set forth therein.

As discussed in Note 2 to the consolidated financial statements, during 2000 the Company changed
its method of accounting for data licensing arrangements sold with updates.

/s/ KPMG LLP
KPMG LLP
Omaha, Nebraska
January 18, 2002
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infoUSA INC. AND SUBSIDIARIES

SCHEDULE II
VALUATION AND QUALIFYING ACCOUNTS
(In thousands)

Additions
Balance at Charged to Charged to Balance at
Beginning Costs and Other End of
Description of Period Expenses Accounts Deductions Period
Allowance for doubtful accounts
receivable: ..o (A)
December 31, 1999. $ 2,700 $ 1,839 $1,586* $ 3,543 $ 2,582
December 31, 2000. . $ 2,582 $ 2,371 $98* § 2,860 $ 2,191
December 31, 2001 ..c.coorvvrveirinnnen $ 2,191 $ 2,878 $— § 2,114 $ 2,955
Allowance for sales returns: ............ B)
December 31, 1999 ............ $ 4,589 $ 6,506 $— § 6,609 $ 4,486
December 31, 2000. . $ 4,486 $ 7,752 $— & 9,703 $ 2,533
December 31, 2001 .....cevicevcnvvennnn. $ 2,533 $ 3,133 $— 8§ 3952 $ 1,714

* Recorded as a result of acquisitions
(A) Charge-offs during the period indicated
B) Returns processed during the period indicated
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rolUSA

5711 South 86th Circle, PO. Box 27347
Omaha, Nebraska 68127

Phone: (402) 593-4500

Fax: (402) 331-1505

E-Mail Address: corp@infousa.com
Internet: www.infolUSA.com
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